
For two consecutive years 
stocks have more than 
doubled their historic annu-
alized rate of return as well 
as those of the S&P 500 
equally-weighted index. That 
means a handful of the larg-
est equities are driving this 
outperformance and expos-
ing the index to the upside 
and downside volatility of 
these uber stocks.

Great returns? For sure. 

Diversity of returns? Not 
so much. That’s kind of an 
important distinction.

The only other time since 
1960 that the market had 
consecutive years of 20+% 
returns was also driven by 
concentrated performance 

which ended in the Tech 
Wreck.

In contrast, Global Invest-
ment Report’s Top 50 hedge 
funds--an equally-weighted 
model comprised of a myriad 
of distinct strategies--ended 
2024 keeping pace with its 
short-, medium-, and long-
term returns. 

These 50 hedge funds-- 
identified in last year’s 
annual report which ranked 
the highest 5-year trailing 
returns through 2023 of 
broad-strategy funds that 
met annual hurdle rates 
and managed at least $300 
million—were up an average 
of 13.1%.

That figure very closely 
tracked the group’s three- 
year and five-year trailing 
returns (through 2023) of 
12.3% and 13.7%, respec-
tively. Since inception (with 
funds’ average age of 15 
years), the Top 50 returned 
11.4%.

Hedge funds should not 
replace market exposure. 
The S&P 500 is undeniably a 
remarkable source of perfor-
mance.

But the most consistent 
hedge funds can even out re-
turn streams for institutional 
and high-net worth investors. 
Identifying those kinds of 
funds has been the purpose 
of this annual report. 

Leading Strategies

Driving the Top 50’s 2024 
returns was credit’s strong 
performance in developed 
and especially in emerging 
markets.

Emerging Markets

A half a dozen emerging 
market funds sustained their 
dominant performance over 
all other strategies in the Top 
50 through 2024. They re-
turned an average of 18.9%. 

Two credit funds led the way. 
Sandglass Capital (ranked 
No. 33) was by far the stron-
gest performer across the 
entire Top 50 having re-
turned nearly 40%. Enko Afri-
ca Debt (No. 18 and profiled 

in the 2022 survey) rallied 
27.3%.

Sandglass Capital PM Genna 
Lozovsky recently told 
Global Investment Report 
the key sources of returns: 
sovereign debt restructuring 
in Ukraine, Ghana, and Sri 
Lanka; strengthening fiscal 
improvement in Argentina, 
Ecuador, and Pakistan; and 
corporate restructuring in 
Brazilian infrastructure and 
transportation.  

This was the fund’s largest 
one-year gain--four-times 
greater than its average 
annual gains which dates 
back to 2013. The PM says 
the fund doesn’t appear at 
risk of mean reversion for 
two reasons. One, it makes 
idiosyncratic investments 
that are independent of local 
market performance; and 
two, global growth prospects 
remain resilient despite the 
wars in Ukraine and Gaza. 

Enko also enjoyed its best 
year ever in 2024. COO 
Craig Stanley explained it 
was due to the African debt 
cycle “being in a particularly 
attractive phase.”  

He saw, “currency devalua-
tions, tightening monetary 
policy, and elevated domes-
tic interest rates creating 
conditions for local currency 
investments generating 
strong U.S. dollar returns.” 
This was part of the tail-end 
effects of the global rate 
tightening cycle that began 
in 2022 that stressed already 
distressed markets.

Enko generated a sizable 
portion of its profits in Nige-
ria, Kenya, and Egypt as hard 
currency and local currency 
bond yields peaked and pric-
es stabilized due to structur-
al changes that have been 
replenishing hard currency 
reserves.

Because Enko targets mar-
ket inefficiencies in dynamic 
markets, Stanley continues 
to see compelling invest-
ments along with no short-
age of risks. Two examples: 
Nigeria remains subject to 
the effects of weakening 
oil prices; and Egypt has 
suffered from the significant 
reduction in cargo traffic 
through the Suez Canal due 
to instability in the region. 

Meanwhile, Kenya’s policies 
and improving economic 
conditions have led to a 
replenishment of foreign re-
serves and a stable currency, 
with historically low inflation. 

The fund’s ability to manage 
risk and uncertainty has 
helped Enko avoid a down 
year since its launch a de-
cade ago.

Two other EM Credit shops 
delivered solid returns. Waha 
Emerging Market Credit (No. 
37) posted gains of 18.4% 
and 44th-ranked ProMeritum 
added 15.8%.

Credit and Fixed Income

The second strongest per-
forming strategy in the Top 
50 involved credit and fixed 
income funds, which gener-
ated gains of 16.9%.

AS THE MARKET SOARED, THE TOP 
50 SUSTAINED CONSISTENCY
The economy and market entered 2025 in a strong place. But lofty valuations, nagging 
inflation coupled with higher-for-longer interest rates, and growing confusion coming out 
of Washington are leading to greater hedging and a growing shift of assets overseas. 
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FOURTH-QUARTER UPDATE: 2024 SURVEY OF THE TOP 50 HEDGE FUNDS

As stocks soared on the back of a strong US economy that led global growth, the Top 50 
kept pace with its historical ROR rallying 13.2%. Emerging markets was the best-performing strat-
egy over all four quarters, having delivered gains of nearly 19%. Two EM credit funds—Sandglass 
Capital and Enko Africa Debt--even outpaced the market.  Credit and fixed-income, and hedged 
equity managers delivered the next best returns averaging gains of more than 14%, followed by 
multistrategy and macro funds that each gained on average 11.5%.  Fund data starts on page 7.

by Eric Uhlfelder 
15 February 2025

No. of 
Funds

Strategy*
2024  

Net  
Returns

5-Year 
Sharpe  
Ratio **

6 Emerging Markets 18.80 1.16

7 Credit and Fixed Income 16.88 1.00

2 Event Driven 13.50 0.70

10 Equity 12.21 1.29

10 Multistrategy 11.85 2.13

5 Macro 11.00 1.15

2 Municipal Credit 6.76 1.90

Top 50 Averages 13.12 1.43

BarclayHedge Index 9.71 0.53

S&P 500 Total Return 25.02 0.75

* Eight other funds in the Top 50 involved different strategies 
** 5-Year Sharpe Ratio is Thru 2023. 
Source: BarclayHedge and proprietary sources

CONSOLIDATED TOP 50 HEDGE FUND  
PERFORMANCE BY STRATEGY YTD THRU DEC 2024
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ABOUT THE 2025 ANNUAL SURVEY
Subscription will be required to access data 

and profiles. For an early-bird discount, please 
contact eric@globalinvestmentreport.net 

before March 31.
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Of the seven funds in this 
category, the top-performing 
honors went by a wide mar-
gin to Mudrick Distressed 
(No. 34 and profiled in the 
main 2024 survey) which 
enjoyed one of the largest 
intra-year turnarounds. After 
being down by more than 
-8% at the end of March, the 
fund ended 2024 up 32%. 

PM Jason Mudrick didn’t 
credit macro events or the 
alignment of certain forces in 
the credit market, but cited 
a series of idiosyncratic 
trades that rallied around the 
same time. They revealed the 
breadth of his team’s re-
search and ability to discern 
opportunities, sometimes 
in obscure corners of the 
market. 

Fund returns were driven 
by a debt-for-equity con-
version, FDA product ap-
proval, post-reorganization 
equity that got a boost from 
a perspective government 
contract, a senior secured 
convertible issue that 
benefitted from a favorable 
judicial approval and a sub-
sequent buyout, and liability 
management for a large TV 
broadcast concern. 

Does this suggest a 
front-loading of performance 
that could risk a down year to 
come? 

It hasn’t happened before. 

The fund has seen several 
years of 20+% returns, each 
of which were then followed 
by more gains. Moreover, 
Mudrick is one of only a 
handful of funds that have 
made the Top 50 every year 

since the current methodol-
ogy was adopted in the 2019 
edition for The Wall Street 
Journal.   

According to the PM, a key 
reason why the fund avoids 
mean reversion of returns 
is due to various kinds of 
exposure, which the man-
agers surmises will remain 
plentiful given the $5.5 trillion 
in junk that still overhangs 
the distressed market and 
the likely continuation of 
higher-than-average interest 
rates. 

CRC Bond Opportunity 
Trading (No. 42), which has 
made the survey over the 
past three years, assured its 
spot in the 2025 survey by 
rallying nearly 21%. 

Palmer Square Opportunis-
tic Credit (No. 35), which last 
year made its debut in the 
Top 50, will also qualify for 
this year’s survey by deliver-
ing gains of 13.6% in 2024. 

Despite shocks that hit debt 
and equity markets last year, 
both funds generated con-
sistent sequential quarterly 
gains throughout the year.

Macro, Equity, and Mult-
istrategy

Average returns of these 
three core strategies, which 
made up half the Top 50 
funds, clustered around 11% 
and 12%. The group included 
the largest and most famil-
iar industry names, many of 
which outpaced their historic 
annualized returns.

Fifteenth-ranked D.E. Shaw 
Oculus, the best-performing 
of the five macro funds (as 
well as across these three 
strategies), blew past its 
average returns having deliv-
ered 36.1%.

Citadel Tactical Trading (No. 
7) outperformed the nine 
other hedged equity funds 
with returns of 22.3%.

Point 72, which made the cut 
for the first time in 2024 with 
a ranking of No. 25, was the 
top-performing of the ten 
multistrategy funds on the 
short list, with gains of 18.6%.

Peconic Grenadier grabbed 
the top spot in last year’s 
survey with 5-year annual-
ized returns of 27.6%. The 
fund was new to the survey 

because its returns were 
only recently made available. 
Besides the surprise of find-
ing this quietly performing 
hedged equity shop, it was 
also remarkable to learn its 
roots date back to 1986. It 
outperformed the average 
equity fund in 2024 by a 
substantial margin, gaining 
16.6%.

Underperformers

The biggest negative sur-
prise was Waha MENA 
Equity. 

Mohamed El Jamal’s fund 
has made this survey every 
year, steadily ascending the 
ranks to No. 6 in last year’s 
survey. Since its inception in 
2014, it had delivered annual 
returns of 16.8% through 
2023. But it struggled last 
year, managing a gain of 
just over 1%. (Note: it was 
the first-time that El Jamal’s 
equity fund substantially 
underperformed his afore-
mentioned 37th-ranked EM 
credit fund.)

Starboard Value (No. 12) 
was new to the 50 because 
its returns were also only 
recently made available to 
Global Investment Report. 
The well-known activist 
fund, which was launched all 
the way back in 2002 with 

annualized returns of 13.5%, 
also struggled all year long, 
ending 2024 up 4.2%.

Some additional noteworthy 
underperformers includ-
ed 39th-ranked European 
hedged equity manager 
Marshall Wace TOPS A 
USD—up just 4.04%. That 
was just about half of its 20-
year annualized rate of return 
through 2023.

Aristeia, the 40th ranked 
multistrategy relative value 
credit shop, also lumbered 
through the year gaining just 
4.4%. This was also roughly 
half its annualized returns 
since its inception in 1997.

OUTLOOK
The US economy closed 
2024 in good shape with 
stocks ending on a high note. 
No surprise that sentiment 
on Wall Street remains posi-
tive, especially with the pros-
pects of reduced regulation 
and taxes. 

Few are expecting the hyper-
market rally to continue. But 
there are a number of trend-
ing negative factors.

The Financial Times recent-
ly reported that the Trump 
trade, which had been driving 
stocks since the November 
election, is increasingly be-
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AN INVERTED PYRAMID

Source: FInancial TImes

Over half of USAID’s 2023 $40 billion 
budget was spent in Africa and the Mid-
dle East. Notwithstanding efficiency im-
provements that can be made to any large 
aid organization, its complete shutdown 
will materially affect local economies and 
markets. The agency works with local 
enterprises and many financial firms to 
promote business development and dem-
ocratic reforms while combating food in-
security.

Without this single largest source of aid 
to the continent, many local experts on 
the ground say the effects of the conti-
nent’s multiple wars will be compound-
ed: draught mitigation and medical assis-
tance will materially decline, famine will 
expand, mortality rates will climb which 
together will negatively impact the work-
force and economic growth and fuel fur-

What the Shuttering Of USAID Could 
Portend for African Debt Markets

With the Trump Administration’s initial budget initiatives taking out USAID, it’s not 
hard to imagine US support for other intergovernmental finance organizations 
being reduced or eliminated. This could end up impacting African debt markets.

ther local and regional instability.

According to recent reporting by Reuters, 
loss of US support (most of which it says 
comes through USAID) will impact lo-
cal finances and debt markets.  Response 
from institutional investors is mixed 
about this risk. USAID was unavailable 
for comment.

In mid-February, JP Morgan wrote, “the 
prospect of the US withdrawing and po-
tentially seeking to change the rules of en-
gagement with Multilateral Development 
Banks, like the World Bank or regional 
development banks, has raised some con-
cerns across development agencies, recip-
ient countries, capital markets and other 
stakeholders. Moody’s and Fitch have al-
ready signaled that US withdrawal from 
MDBs of which it is a member could 
trigger negative rating actions.”

US Foreign Assistance Supports The Finances of Vulnerable Countries

Source: World Bank International Debt Report, UNICEF, country data | A.F. Alias | February, 12, 2025

“The initial euphoria we saw in Jan-
uary over a pro-business president is 
giving way to consternation.”

- Jeffrey Sonnenfeld,  
Yale School of Management
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ing hedged.

On February 12th, the paper 
found, “Traders are piling into 
strategies that protect their 
share portfolios against vol-
atility spikes, underscoring 
concerns over US President 
Donald Trump’s policies 
which is leaving investors on 
edge despite an upbeat start 
to the year for equities.” 

A derivatives strategist at 
Nomura, Charlie McElligott, 
found retail demand for de-
fensive S&P 500 contracts 
having been “tectonic” in re-
cent weeks and “reminiscent 
of the frenzied activity of 
the Covid-era meme-stock 
craze.”

A leading Trump Wall Street 
ally, Citadel founder Ken 
Griffin (who has three funds 
in the Top 50), recently told 
investors that he sees cur-
rent uncertainty and chaos 
as impediments to growth. 
And Jeffrey Sonnenfeld of 
the Yale School of Manage-

ment told the FT that, “The 
initial euphoria we saw in 
January over a pro-business 
president is giving way to 
consternation.” 

Consumer sentiment is also 
turning south as inflation 
expectations are rising with 
rampant discussion of tariffs, 
higher prices, and the grow-
ing concern that additional 
interest rate cuts by the Fed 
may be less likely over the 
near term.

While interpreting insider 
trading trends is far from 
clear, Bloomberg report-
ed this data point turning 
bearish. Toward the end of 
January, the buy-sell ratio 
tracked by Washington Ser-
vice was at 0.22, and likely to 
be the lowest monthly ratio 
since 1988.

 Value investor David Ein-
horn, PM of 10th ranked 
Greenlight Capital, gained 
just 7.2% last year because 
he was unnerved by current 

valuations.  

He recalled owning Apple 
when its revenue was grow-
ing at a 19% annualized clip 
and sporting a low PE ratio. 
Over the last several years, 
Einhorn saw multiple expan-
sion from 22 to 37 driving 
Apple shares--not revenue 
growth. While he surmises 
further price appreciation is 
possible if there is no limit to 
how high multiples can go, 
he doesn’t see its investment 
appeal at this valuation. 

More broadly, he thinks the 
market equity risk premium 
versus bonds is being priced 
at zero or less.

A key driver of disconnected 
valuations, reckons Ein-
horn, is the ongoing shift 
from active investing to 
market-based ETFs which 
he believes is worsening 
concentration problems in 
the market. He believes this 
could be contributing to sig-
nificant mispricing—which 

normally spells opportunity 
for active managers.

But investors don’t seem to 
be particularly concerned 
about any of this . . . yet.

Jason Mudrick believes new 
US presidential leadership 
may be beneficial for busi-
ness. But he admits it’s too 
early to tell if growing policy 
confusion may eventually 
impact transparency, valua-
tions and deal making. And 
he does see the potential 
contradiction between mar-
ket sentiment that doesn’t 
anticipate recession and 
government policies that 
may fuel inflation.

But in his space of distressed 
debt, he remains bullish. 
That’s despite (or maybe 
because of) the huge amount 
of junk bonds that still over-
hangs the industry. 

When I interviewed him 
last year for this survey, he 
correctly anticipated rates 
were not likely to materially 
fall. He said leveraged firms 
were able to buy more time 
by extending debt terms; not 
through refinancing. This 
suggests a risk of increas-
ing bankruptcies and debt 
restructuring.

The head of the World 
Bank’s hedge fund exposure, 
Mohamed Farid, expects 
interest rates to be higher for 
longer and market volatility 
to pick up as the current US 
administration ratchets up 
uncertainty and potentially 
fuels inflation through new 
tariffs.  But he surmises in-
flation and interest rates are 
likely to remain range bound, 

fluctuating slightly in either 
direction. 

Farid expects inflation to 
remain a global issue, espe-
cially if the world embarks in 
a tariff war. 

To minimize volatility 
and downside risk, he 
avoids market exposure. In-
stead of employing strate-
gies that target market beta 
(like many allocators who 
chase momentum), Farid fo-
cuses on liquid, market-neu-
tral, idiosyncratic relative 
value investments to deliver 
consistent returns. 

Moreover, he thinks the con-
tinuation of relatively higher 
interest rates will again drive 
equity dispersion that should 
again enable his managers 
to thrive. 

Patrick Ghali of the consul-
tancy Sussex Partners, also 
expects substantial volatility 
this year, including at times 
rapid reversals. “I think this 
will be conducive to active 
management,” he explains, 
“but the risk is that manag-
ers get whipsawed by these 
shifts in sentiments (e.g., the 
tariff announcements which 
then are delayed).” 

He also expects to see 
pockets of opportunities 
like merger arb which could 
benefit from the new US 
administration’s policies.

Ghali remains keen on Japa-
nese hedge funds which he 
said had their best year since 
2010.

David Kelly, chief global 
strategist at J.P. Morgan 
Asset Management, is also 
recommending investors 

consider overseas expo-
sure. He thinks even partial 
implementation of Trump’s 
proposed policies, “would 
likely result in sharply rising 
government debt and the 
potential, in some areas, for 
building economic and mar-
ket risks.” 

Seeing this scenario along 
with the further rise in U.S. 
equity valuations after the 
election, Kelly thinks, “inves-
tors would be well advised 
to continue to rebalance 
portfolios both across asset 
classes and around the 
world.” 

A recent Bank of America 
investor survey echoes this 

sentiment. It found that fund 
managers are switching out 
of US stocks in favor of EU 
equities at the largest pace 
seen over the last 25 years. 
Lower valuations, a central 
bank that’s cutting rates 
(which may increase cor-
porate profitability while re-
ducing opportunity costs for 
local investors to shift from 
bonds to equity), along with 
relatively cheap currencies 
are making European shares 
more attractive. 

Having less volatile leader-
ship (at least at the European 
Union level) may also be 
seen as a plus. 

So far in 2025 through 

mid-February, the Euro 
STOXX 50 has gained more 
than 14% in dollar terms. 
That’s nearly 10 percentage 
points better than the Dow 
Jones Industrial Average.

But given the potential 
global reach of White House 
policies, few places may 
be spared from the likely 
growing chaos of contradic-
tory actions and their conse-
quences.

Betting against the US has 
rarely been profitable. But 
the way the federal govern-
ment is now functioning and 
not functioning marks a par-
adigm shift worth noting.  ■

v vi

Source: Bloomberg

By Reuters • Sources: University of Michigan Surveys of Consumers, LSEG

I N F L AT I O N E X P ECTAT I O N S O F U S C O N S U M E R S There’s a potential contradiction between market sen-
timent that doesn’t anticipate recession and govern-
ment policies that may fuel inflation.

- Jason Mudrick
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Two consecutive years of 
20%+ returns. 

Even for the market, that’s 
rarified space. But that’s 
what the S&P 500 is poised 
to deliver, supercharged by 
the Republicans’ sweeping 
victory in the November 
elections. 

Alternative funds are not go-
ing to come close to match-
ing these gains. The Top 50’s 
solid returns of 9.2% through 
September pale in compar-
ison. 

Nevertheless, many hedge 
fund allocators appeared 
satisfied with their consis-
tent performance. 

Cedric Dingens, head of 
global investment solutions 
who oversees alternatives at 
the $12 billion Swiss-based 
NS Partners, says the firm’s 
profitability across the first 

three quarters of the year 
has been driven by hedged 
equity exposure, especially 
in the US. 

“While rate cuts so far have 
not been as sharp as we 
expected due to sustained 
US economic strength,” says 
Dingens, “we’ve also been 
profiting from the steepening 
yield curve.” 

Patrick Ghali, managing 
partner at the London-based 
investment advisory Sussex 
Partners, has seen his hedge 
fund exposure generate 
solid returns through the first 
three quarters of the year. In 
addition to benefitting from 
US-focused hedged equities, 
he’s also seen decent returns 
from fixed-income relative 
value and regional stock 
market exposure. Sussex 
is increasingly constructive 

about select discretionary 
US small- and mid-cap funds. 

Market and the Hedge 
Fund Performance 

The Top 50 has seen its col-
lective performance steadily 
increase over the first three 
quarters of the year return-
ing 9.2%. It’s on pace to 
match its trailing 3-year and 
5-year trailing annualized re-
turns through 2023 of 12.3% 
and 13.7%, respectively. 

But the market’s continued 
outperformance of the Top 
50 has doubled from 6.4 per-
centage points as of March 
31st to nearly 13 percentage 
points as of September 30th. 

Even before the post-elec-
tion bump, the market’s 
returns of more than 22% 
through September are 
blowing past its trailing 
3- and 5-year annualized 

returns of 10% and 15.7%, 
respectively. 

That’s also the case for the 
average hedge fund that 
reported to BarclayHedge, 
which exceeded the Top 50 
for 2024 through September, 
gaining 9.5%. Strategies that 
boosted returns were led by 
emerging markets, equity 
long-bias, and fixed-income 
arbitrage. 

If the industry’s gains con-
tinue through the rest of the 
year, the average hedge fund 
is on pace to also dwarf its 
3- and 5-year annualized 
returns through 2023 of 3.4% 
and 6.3%, respectively. 

This suggests the average 
manager’s exposure is in-
creasingly correlated to the 
market, which to some LPs 
may be fine while the bulls 
are running. 

Even before this year, for the 
five years through 2023, the 
BH average fund correlation 
to the S&P 500 was already 
a very high 0.91. In sharp 
contrast, the average market 
correlation of the Top 50 was 
0.31. 

The average fund’s high cor-
relation to the market makes 
it hard to justify manager 
fees when turbulence again 
buffets stocks. 

Leading Strategy and 
Fund Performance 

The Top 50’s emerging 
market funds continued to 
outperform all other strat-
egies year-to-date through 
September, delivering gains 
of 13.3%. 

Genna Lozovsky’s Sand-
glass Capital (ranked No. 
33 in this year’s survey) was 
a key driver of returns. The 
strategy was up a whopping 
24.2% through September. 
The PM explained gains 
were supported by sovereign 
debt investments in Argenti-
na, Sri Lanka and Ghana, and 
corporate credits in Brazil 
and Ukraine. Equity invest-
ments in markets including 
Argentina and Kazakhstan 
also contributed to returns, 
though there has been 
recent weakness in some of 
these positions. 

After participating in our re-
cent EM webinar, the manag-
er told Bloomberg that he be-
lieves there’s more upside in 
investments in countries that 
continue to pursue struc-

tural reforms coupled with 
attractive economic growth 
supported by an improving 
global outlook. 

Sandglass’ returns are driven 
by idiosyncratic investments, 
which Lozovsky says is key in 
distinguishing opportunities 
across the distressed credit 
space where there has been 
a wide dispersion in perfor-
mance. 

Waha Emerging Markets 
Credit (No. 37) and Enko Afri-
ca Debt (No. 18) funds have 
also rallied more than 15% 
over the same period. 

Waha PM Mohamed El Jamal 
has seen his fund partially 
rally from significant spread 
tightening due to the Fed’s 
first oversized rate cut, which 
“precipitated strong demand 
for all assets, HY and IG, 
and especially front-dated 
bonds.” 

Returns were also boost-
ed, says El Jamal, by “large 
inflows into EM bond funds 
for the first time since the 
start of 2023.” Even though 
anticipated rate cuts through 
2025 have been pared back 
from 10 to fewer than 6, 
which has dampened a bit of 
the euphoria, El Jamal views, 
“the backdrop as construc-
tive for EM Credit.” 

(Waha’s 6th-ranked MENA 
Equity fund is having an un-
characteristically off year. It’s 
been flat through September 
while the BarclayHedge 
MENA Index has climbed by 
more than 14%.) 

NOTHING BUT NET: MARKET  
ACCELERATES PAST HEDGE FUNDS 
The Republican election sweep should ensure the market rally continues through winter 
while generating a tail wind for hedge funds that are strongly correlated to the S&P 500.
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THIRD-QUARTER UPDATE: 2024 SURVEY OF THE TOP 50 HEDGE FUNDS

The Top 50 gained a solid 9.2% through the first three quarters of 2024, led by credit, fixed-in-
come, and equity managers. These three strategies, which account for 17 funds, generated 10% 
gains. But emerging market funds continue to lead the pack, returning 13.3% in dollar terms. And 
one EM manager--Sandglass Capital--returned  more than 24%--the only fund that outpaced 
the S&P 500.

by Eric Uhlfelder 
25 November 2024

No. of 
Funds

Strategy* YtD Thru 
3Q24

5-Year 
Sharpe  
Ratio **

6 Emerging Markets 13.27 1.16

7 Credit and Fixed Income 10.38 1.00

10 Equity 9.99 1.29

5 Macro 7.95 1.15

10 Multistrategy 7.52 2.13

2 Event Driven 6.30 0.70

2 Municipal Credit 5.14 1.90

Top 50 Averages 9.20 1.43

BarclayHedge Index 9.48 0.53

S&P 500 Total Return 22.08 0.75

* Eight other funds in the Top 50 involved different strategies 
** 5-Year Sharpe Ratio is Thru 2023. 
Source: BarclayHedge and proprietary sources

CONSOLIDATED TOP 50 HEDGE FUND  
PERFORMANCE BY STRATEGY YTD THRU 3Q24
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SPECIAL COMMENTARY  
ON THE ELECTION

What the November results mean (and reject) and how 
these findings may affect the economy and markets.  

Please turn to pp. vii-viii.
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Craig Stanley, COO at Enko 
Africa, also found the Fed’s 
easing as “supportive of risky 
assets with both the hard 
currency and local curren-
cy indices posting strong 
returns in September.” 

He explains that the increas-
ingly benign EM credit envi-
ronment has, “helped African 
high-yield outperform in the 
credit space, with Kenya 
and Egypt outperforming 
over the period after their 
previous relative underper-
formance.” 

Stanley, however, does 
caution that, “the escalation 
of the conflict in the Middle 
East over the past few weeks 
has increased the risk to an 
otherwise supportive global 
outlook.” 

Equity and credit/fixed 
income strategies each re-
turned around 10%. 

The high-yield credit shop 
Millstreet Capital (No. 17), 
which has qualified for this 
survey since the current pa-
rameters were adopted back 
in 2019, generated returns of 

11.3% through September. It 
has continued its remarkable 
run of 18 straight months of 
positive returns, having add-
ed 3.4% in the third quarter. 

Effective credit assessment 
and valuation along with the 
fund’s low average duration 
of 2.1 years and average ma-
turity of 3.3 years has helped 
it  sustain consistency. 

But co-PM Craig Kelleher 
explains these kinds of tight 
credit parameters have 
largely prevented the fund 
from benefiting from the 
Fed’s aggressive rate cuts. 
He says that move actually 
produced a “relative head-
wind since the portfolio has 
far less spread duration 
versus the overall market.” 

In propelling equity markets 
to all-time highs, the manag-
er has responded by adding 
marginally to long positions 
whose prospects appear 
to be improving as spread 
compression over the past 
quarter declined by 55 bps. 
But his team is also, “increas-
ing our short exposure as the 

strong rally in the market cre-
ated more opportunities with 
many over-levered credits 
now trading at or above par.” 

The most caution was 
expressed by Greenlight 
Capital’s David Einhorn. His 
10th-ranked hedged equity 
fund gained a respectable 
9% through September. 
While the manager sheep-
ishly acknowledged signifi-
cantly trailing the market, he 
explains that “the market isn’t 
just making all-time highs; 
It is, by many measures, the 
most expensive stock market 
that we have seen since 
the founding of Greenlight,” 
which dates back to 1996. 

In his third-quarter investor 
letter, he was reticent to call, 
“this market a bubble, and 
simply observed that the 
dividend yield is low and the 
P/E ratio is elevated despite 
corporate earnings being 
cyclically high, if not top-of-
cycle.” 

Einhorn nods to Warren 
Buffett’s decision to aggres-
sively sell out of a substan-

tial number of profitable 
long-standing positions. 
The PM doesn’t believe 
this means a bear market is 
approaching any time soon. 
But he does read Berkshire’s 
move as expressing, “a long-
term view that right now is 
not a great time to have a lot 
of equity exposure, and that 
the opportunity set is ex-
pected to be better at some 
point in the not-so-distant 
future.” 

Five macro, ten multistrategy, 
and two event driven funds 
comprised the bulk of the 
Top 50 strategies, respec-
tively returning 8%, 7.5%, and 
6.3%. 

With global macro funds 
being up by more than 8.5% 
through September accord-
ing to BarclayHedge, the 
strategy is on pace to have 
its best year since 2020. This 
indicates the average macro 
fund has done even better 
than those that made the Top 
50.

 The performance of the 
average multistrategy fund 

is underperforming its Top 
50 counterpart. The data-
base reports average gains 
of 5.8%, which is nearly two 
percentage points behind 
the returns of multistrategy 
funds in the Top 50. (Note: a 
number of the largest funds 
in the survey that continue 
to thrive do not report to 
BarclayHedge.) 

Despite the strategy’s con-
sistent profitability, Sussex 
Partners’ Patrick Ghali fears 
possible contagion across 
mega multistrat funds when 
a negative event hits. He be-
lieves their sheer size forces 
many into the same large 
markets and consequently 
often into the same trades. 
“Even if there’s only tempo-
rary dislocation in these mar-
kets,” says Ghali, “that could 
quickly cascade triggering 
serious consequences.” 

That growing concern may in 
fact be a key reason behind 
reduced risk taking and di-
minishing returns in many of 
these mega funds. 

The average event driven 
fund generated compara-
ble returns to multistrategy, 
rising about 5.4% across the 
first nine months of the year. 
That’s about one percentage 
point behind the two event 
funds that made the survey. 
This indicates that equity 
performance is largely being 
triggered by fundamentals, 
outlook and momentum rath-
er than by a spate of special 
corporate actions. 

Looking Ahead 

How long will investors pro-
pel the current rally? 

Lots of folks are in the bull 
camp. Lead amongst them is 
economist Ed Yardeni, who 

has tossed aside his usual 
balance and has gone all in. 
He predicts the S&P 500 will 
end this year at 6,100, rally 
to 7,000 in 2025, and then 
add another 1,000 points in 
2026. He sees corrections 
happening along the way, but 
nothing that will likely derail 
this train.

More caution is expressed 
by David Kelly, chief global 
strategist at J.P. Morgan 
Asset Management, who 
thinks even partial implemen-
tation of Trump’s proposed 
policies, “would likely result 
in sharply-rising government 
debt and the potential, in 
some areas, for building eco-
nomic and market risks.” 

Combining this scenario 
along with the further rise in 
U.S. equity valuations after 
the election, Kelly thinks, 
“investors would be well 

advised to continue to rebal-
ance portfolios both across 
asset classes and around the 
world.”  

Proposed policies that seek 
to spike an already robust 
economy and market could 
lead to overheating, fears 
PIMCO’s chief investment 
officer Dan Ivascyn. He notes 
the sell off that’s already oc-
curring in Treasurys as risk 
assets have soared on the 
back of likely hefty tax cuts 
and universal import tariffs. 

While Anthony Novara, 
partner and research di-
rector at the $310 billion 
Chicago-based Fiducient 
Advisors, isn’t surprised by 
the post-election rally, he 
already saw US equities as 
richly valued and presently 
doesn’t see a great deal of 
compelling opportunities. 

He’s not certain of the net 
benefits of levying broad 
import tariffs. But Novara 
remains cautiously optimistic 
about the current investment 
environment. 

Even before the elections, 
NS Partners’ Cedric Dingens 
accurately surmised that the 
Republican victory would 
drive further market bullish-
ness from which he says the 
firm is positioned to benefit. 

He notes that with new Re-
publican leadership comes 
greater inflationary concerns 
along with the resurgence of 
US instability under a Trump 
presidency, which he sur-
mises will not be contained 
within America’s shores. 

Though NS Partners is not 
particularly keen on core 

ix x
Source: Bloomberg

D I ST R ES S E D S OV E R E I G H D E BT R E T U R N S

“The market isn’t just making all-
time highs; by many measures, it's 
the most expensive stock market 
that we have seen since the found-
ing of Greenlight (which dates 
back to 1996).”

- David Einhorn, Greenlight Capital

ECONOMIC DATA FUELS ‘AMERICAN EXCEPTIONALISM’ IN STOCKS

Source: LSEG
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European investments, 
especially in Germany and 
France, Dingens does see 
Spain, Portugal, Greece, and 
Ireland regaining their attrac-
tiveness. 

Sussex Partners’ Patrick Gh-
ali anticipates several layers 
of response to a Republican 
victory. The initial product 
will likely be less regulation 
combined with more tax cuts 
which will likely further boost 
markets and merger activi-
ties. 

The second response will be 
the likelihood of trade wars 
resulting from the broad 
imposition of import tariffs 
which will further increase 
volatility. 

While Sussex intends to 
keep significant levels of 
unencumbered cash, it still is 
overweight US, with half its 
exposure in America. Be-
tween one-quarter to one-
third of the firm’s exposure 
remains focused in Asia, with 
a bias towards under-re-
searched and more thinly 
traded Japanese stocks. 

Sussex is not bullish about 
Europe or emerging markets. 
It prefers Asian exposure for 
macro and market neutral, as 
well as CTAs which focus on 
niche markets and that trade 
shorter time frames with little 
over-night risk. 

The firm sees equity market 
neutral as less attractive 
compared to variable, low-
net managers, especially 
those focused on specific 
sectors or niches where a 
clear edge is discernible 
versus broader exposure.  

Even with the likely sharp 
change in US economic 
policies and related market 
implications, Anthony Novara 
doesn’t see Fidcuient mate-
rially repositioning its current 
exposure. 

The asset manager intends 
to sustain half its hedge 
fund exposure in credit and 
fixed income strategies, one 
third in equity market neutral 
and low-net strategies, and 
around 10 percent in uncor-
related strategies. These 
include discretionary macro 
and volatility traders. 

 *
Though Warren Buffett and 
Berkshire Hathaway ha-
ven’t chimed in about the 
post-election results and ral-
ly, it just may be that the firm 
was anticipating  a sweeping 
Republican victory. 

I have no clue if that factored 
into the firm’s decision to 
stockpile record cash of 
$325 billion. In doing so, the 
firm has clearly reduced its 
market exposure. 

As David Einhorn recently 
told investors, Buffett has an 
uncanny ability to do what 

even he says can’t be done-- 
time the market. 

Einhorn recalls Buffett 
having closed his fund by the 
end of the 1960s, sidestep-
ping the ensuing lost decade. 
He again sold “nearly every-
thing” before the 1987 crash. 
And he was well positioned 
to exploit opportunities after 
the 2008 financial crisis. 

For hedge fund managers 
and investors who can’t 
resist the current narrative, it 
may be worth noting what’s 
going on in Omaha.  ■

xi xii

It was hard to see this coming. But not impossible. 

This volatility trader, which was launched in May 2016, had 
been realizing  consistent gains of 16% annually for more than 
8 years. And it was doing so more impressively than most of its 
larger competitors by focusing exclusively on the S&P 500. 

After it racked up five years of performance to qualify for this 
survey, the fund earned the 21st spot in 2022 along with a pro-
file. 

From reading of its documents and discussions with manage-
ment, the argument for trading only a single asset—as opposed 
to a basket of indices--was convincing. The manager believed 
it would have far greater sensitivity to the pulse and risks of 
this familiar asset, especially when compared to less frequently 
traded indices. 

The fund’s strategy: to capture market inefficiencies in the highly 
liquid S&P 500 Index options market. It arbitraged the spread 
that inherently exists between implied volatility (prices investors 
are willing to pay to hedge future volatility) and realized volatili-
ty (the value of the actual variances over the same period). 

Until this summer, the fund’s only serious misstep had occurred 
at the start of the pandemic when it didn’t have sufficient cus-
tody backup. Dynamic Alpha’s custody provider backed away 
from its traditional role which quickly undermined the fund’s 
trading options and ability to manage risk just at the time mar-
kets started to tank. The fund proceeded to lose more than 20% 
in February. But after it secured new custody support, Dynamic 
Alpha made up all it had lost and then some in March. 

Dynamic Alpha proceeded to inch up in each subsequent an-
nual survey to 15th in 2023 and then 14th in this year’s report. 

The fund was always clear, however, about its Achilles Heel: 
Soaring short-term market volatility without a major market 
selloff. This didn’t seem a likely scenario. But markets can devi-
ate from the logical. 

That’s exactly what happened in early August. Problems started 
after the Japanese Central Bank decided to counter rising in-
flation and nudge up interest rates by a mere 15 bps, pushing 
overnight rates to just 25bps. 

This triggered extensive unwinding of Yen carry trades, which 
had extended well into US equities. Stocks started selling off. 
Then a misread of a single monthly unemployment rate cast 
doubt about US corporate strength and the country’s solid mac-
roeconomics. 

A panic ensued and intraday S&P volatility spiked above 65, 

and over several days the S&P lost 6%. 

All this came to a head for management when it saw option 
chain pricing of the S&P 500 break down. The normal bid-ask 
spread of around $1 soared to an inexplicable $180 in pre-mar-
ket trading on Monday August 5th. A contributing factor, ac-
cording to a source familiar with options trading, was major 
market makers significantly pulled back, effectively reducing 
liquidity, hampering pricing and exaggerating the chaos. 

The fund suddenly found itself down by more than 20%. Man-
agement believed it was looking down a barrel of a gun. 

It’s unclear whether the team had gamed out various scenarios to 
deal with this worst-case risk. 

It seems management, like many fearful investors at the time, 
was laser-focused on what it was seeing on its screens and didn’t 
believe the market would promptly refocus on strong prevailing 
macro conditions to avert more catastrophic losses. Accordingly, 
the team decided it could no longer sustain trading without tak-
ing on greater risk than it was willing to face. 

No doubt the immediate situation looked extremely grave. 
Management had its own material exposure to the fund. But 
if it had decided to ride out this very rough patch, according to 
sources familiar with the fund’s trading, Dynamic Alpha might 
have recovered (as it had in early 2020) and turned a profit in 
August, adding to its gains through July of 7-plus percent.  

Instead, management decided to shut down the fund. 

In doing so, it compounded existing losses, failing to benefit 
from the recovery that started just a few days later. By the time 
the fund had fully liquidated its positions, August losses cascad-
ed to 40%. Dynamic Alpha did not gate nor suspend the fund 
and offered complete redemption. 

It then launched a new, less levered version of the fund with low-
er targeted returns. A large majority of investors stayed on. The 
previous high watermark was maintained, which enables them 
to avoid paying performance fees for a while. 

There are basic parallels between LTCM and Dynamic Alpha: 
strategies were sound, but during an extreme condition, execu-
tion was flawed.

Extreme decoupling of the VIX and the market was a very low 
probability tail risk. But it was always there. So the key take-
away: if there is a weakness in any strategy, despite the remote-
ness of it happening, push managers to see if they have studied 
such scenarios and have conceived a variety of potential respons-
es--short of shutting down.

When a Remarkably Consistent Fund Fails
DYNAMIC ALPHA SHUTS DOWN

“Latest data confirms our thesis that the US is in the 
midst of the Roaring 2020s, propelled by technolo-
gy-driven productivity growth.”

- Ed Yardeni, Economist

Source: Bureau of Economic Analysis
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COMMENTARY: THE ELECTION, ECONOMY, AND MARKETS
This quarterly and annual report on 
hedge funds focuses on significant macro 
forces that affect economies, markets, 
and performance. 

Such events have included the pandem-
ic, war, global supply chains, inflation, 
and interest rates. 

The reelection of Donald Trump is an 
event of equal magnitude because of his 
stated goals. 

This coda will briefly address what the 
election results affirm and what they 
deny in assessing what they may mean 
for economies and markets. 

The sweeping Republican victory was 
a reversal of voting trends that started 
in 2018 and continued through 2022 
when a Red Wave failed to materialize. 

In having given control of congress and 
the presidency to one party, the vote 
was a partial indictment of Democratic 
leadership. It ended divided government 
for at least the next two years, and is a 
call for different action.. 

This includes changes at the border and 
to end uncontrolled migrant flows into 
the country. 

The election says that prices are too 
high, and in certain localities questions 
how well local governments are enforc-
ing law and keeping order. 

The results may also be a call for less 
regulations and a diminished role of 
government. 

But if that’s so, voters have apparently 
discounted the value of significant long-
term infrastructure, chips, and environ-
mental programs that were signed into 
law by the current Democratic adminis-
tration, which made it the most pro-
ductive legislatively since the Johnson 
Administration. 

The election results ignored the global 

underlying forces that have pushed pric-
es higher everywhere. Incumbents from 
around the Western world lost power 
for that reason. But misunderstanding 
inflation may lead to its return. More 
about this below. 

Voters ignored warnings issued by 
leading officials from President Trump’s 
first term about his fitness to hold office 
again. 

They also question the need to confront 
belligerent foreign advisories that have 
fractured the Western order established 
after World War II—an existential piece 
of history that more than half the elec-
torate know little about along with the 
importance of NATO. 

Taxpayers across the West have a right 
to feel an inadequate return on their 
investment against Moscow’s aggression. 
But failure of Ukraine to have effectively 
pushed back the Russians was directly 
due to the constraints placed on Kyiv by 
the US and NATO, which ensured no 
more than a stalemate and now maybe 
not even that. 

The election dismissed the import 
of January 6th and the need to find 
accountability for one of the most 
shocking events in recent American 
history. Accordingly, there will never be 
a formal legal rendering about that day. 

This matches the lack of accountability 
from which many Wall Street executives 
escaped for the toxic brew of securiti-
zations and malfeasance that led to the 
most serious global economic crisis since 
the Great Depression. 

In financial parlance, Wall Street calls 
this lack of accountability Moral Haz-
ard. Now we have the same phenome-
non in our politics. 

In search for solutions, the election re-
sults question the extremely complicated 

nature of our most significant problems, 
and sow doubt about the value of robust 
debate, institutional rules, and the need 
to compromise in finding responsible 
solutions 

*
The Wall Street Journal recently wrote 
that the economy (re inflation) was vot-
ers’ top concern. 

Future policy that seeks to restrain in-
flation must understand what causes it. 
Many blame Biden’s American Rescue 
Plan for a sky-rocketing CPI. But that 
doesn’t square with the simultaneous 
rise in prices globally.

Despite what any politician claims, little 
can be done to bring down prices short 
of triggering deflation, which is not on 
anyone’s agenda. 

While it may provide an edge for domes-
tic-made products, imposition of broad 
import tariffs in 2025 does risk inviting 
US businesses to again raise prices and 
trigger a new bout of inflation along 
with a trade war. 

If this occurs, the Fed will be challenged 
to sustain further rate cuts and may 
possibly push rates higher. Pressure 
from the incoming administration may 
again challenge such a turn, as President 
Trump did during his first term. 

Easing financial regulations that will 
likely stimulate mergers is argued to 
be good for efficiency and stock prices. 
But unchecked deal-making and the 
increasing concentrated ownership of 
goods and services usually comes with 
enhanced pricing power which can be 
inflationary. 

Environment and climate risks are a 
reality across the country and globe and 
various businesses are reacting to them, 
from the explosion of alternative energy 
firms to property insurers.  

Chronic large storms are draining 
FEMA resources and those of other 
disaster relief agencies. But if these risks 
are not recognized by leadership, then 
they will be left to intensify and cause 
environmental, economic and inflation-
ary problems. 

Bottom line: The anticipated Republi-
can agenda may prime Wall Street for 
near-term gains. But spiking an already 
healthy economy could lead to bubbles, 
excesses, and unintended but predictable 
consequences. 

*
Early in Donald Trump’s first term, his 
lead counselor Kellyanne Conway tried 
to explain one of her boss’ dubious 
claims by expressing belief in there being 
more than one reality, that there are 
indeed Alternative Facts.    

I always figured as a seasoned communi-
cator, Conway simply gaffed, probably 
meaning to say Alternative Perspectives. 
That would’ve made more sense even if 
her argument didn’t.   

But the more I’ve thought about this, 
I think she said what she meant.  And 
now that the Republican party is faith-
fully behind the president elect, failure 
to recognize and respond to reality is 
playing a dangerous game. 

Investors require transparency and clari-
ty to assess conditions on which to base 
decisions. And they need government to 
take the same critical approach to gov-
erning. But the next administration by 
its own admission is likely to be lacking 
in broad and challenging discourse.  

I’ll leave the last word on what that 
might mean to the Financial Times, 
whose recent editorial addressed Pres-
ident Trump’s first set of actions after 
winning back the White House.
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Donald Trump's  
alarming picks 
for government
The president-elect has put 
unswerving fealty above compe-
tence or suitability
As Donald Trump’s choices for his top team 
have been revealed this week, it has been hard 
to know which is the most dumbfounding. Is 
it the Fox News presenter Pete Hegseth as head 
of the world’s most powerful defence depart-
ment? Is it Matt Gaetz, who has said the FBI 
and justice department must be brought “to 
heel” or abolished, as chief law enforcement 
officer? Or is it the vaccine sceptic Robert F 
Kennedy Jr to lead the $1.7tn health budget?

What is clear is that many of Trump’s choices 
are about as bad as could have been expected. 
The “adults in the room” who provided some 
checks in his first term will be replaced this 
time by appointees chosen entirely for loyalty 
and subservience, not experience or suitability. 
This may yet be a moment of over-reach. Sen-
ate Republicans, some as aghast as anyone at 
Trump’s picks, might side with Democrats to 
block one or two. Some appointees may cause 
chaos — though Trump thrives on chaos. At 
worst, however, his choices may represent the 
lurch towards authoritarianism that his oppo-
nents and many US allies have feared.

His picks are not universally disastrous. Marco 
Rubio as secretary of state and Mike Waltz as 
national security adviser are traditional foreign 
policy figures who believe in a strong America 
and spending on its armed forces.

Charging two entrepreneurs, Elon Musk and 
Vivek Ramaswamy, with pruning government 
red tape and spending is not, in principle, a 
nonsensical idea. But Musk’s hard-charging ap-
proach risks destabilising US governance, and 
the world’s richest man has a chance to bend 
regulators to his will, apparently unconstrained 
by huge conflicts of interest. At the Department 
of Health and Human Services, meanwhile, 
the appointment of Kennedy, whose maverick 

views put him at odds with the very agencies he 
would supervise, could do real damage.

It is in the security, defence and law enforcement 
fields, however, that Trump’s choices sound the 
loudest alarms. Step one in the strongman lead-
er’s playbook is to ensure control over the spies, 
generals and prosecutors. As director of nation-
al intelligence, former Democrat Tulsi Gabbard 
combines all the zeal of a Trump convert with 
unsettling apparent sympathies for Russia’s 
Vladimir Putin. Hegseth, the Pentagon pick, 
shares Trump’s obsession with ending “woke 
shit” such as diversity, equity and inclusion 
programmes that they claim have weakened the 
military. But alongside reports of a potential ex-
ecutive order to create a review board to remove 
generals “unfit” for leadership, his appointment 
raises concerns that the president-elect aims to 
purge any who might reject orders they see as 
unconstitutional.

Trump’s nomination for attorney-general, Gae-
tz, has faced a justice department investigation 
into alleged sex trafficking, and a House probe 
into alleged ethics breaches including sexu-
al misconduct, drug use and the acceptance 
of gifts — all of which he has denied. But his 
obeisance to Trump seems without limit. His 
confirmation would clear the way for Trump to 
use all the might of US law enforcement to ex-
act vengeance on those — in politics, the media 
and the justice system itself — he believes have 
wronged him.

Two sources of hope remain. One is that the 
powerful defence, justice and health bureau-
cracies can stand up for the rule of law and 
for public accountability, including uphold-
ing scientific standards. The second is that the 
few Senate Republicans who have not entirely 
thrown in their lot with Trump are prepared to 
put country ahead of party and reject the most 
egregious nominations — Gaetz above all — 
and resist the president-elect’s push to make 
recess appointments that would circumvent the 
Senate approval process. This ability to act as 
a check on the presidency is among the most 
vital powers of the upper chamber. The reality, 
however, is that since 2016, Trump has remade 
the Republican party in his own image. Now 
he is poised to do the same with the US gov-
ernment itself.

Financial Times Editorial  16 Nov 2024
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JP Morgan said that despite 
solid gains in the service 
sector, sustained profit 
margins, and limited credit 
stress, the prospects of a 

US recession in 2024 have 
increased from 25% to 35%.

“Important elements of our 
growth forecast are being 
challenged,” says Bruce Kas-

Tech shares continued to 
drive the market, helping it to 
outpace hedge funds. S&P 
500 gained 15.3% through 
June. BarclayHedge Index 
was up 5.4% while the Top 
50 rose 6.3%.

Emerging market funds 
continued to thrive. It was 
the best performing strategy 
within the Top 50, having 
gained 9.5% on the back of 
strong credit returns. (See 
sidebar on p. iii to see how 
various strategies have done 
so far.)

Geopolitical risks not only 
have remained significant 
but have risen, with Ukraine 
having invaded Russia and 
Israel having assassinated a 
Hamas leader in Iran, not to 
mention the outcome of the 
US presidential election now 

a horse race, whose implica-
tions will be discussed later 
in this update. 

And market sentiment 
continued to be driven by 
the prospect of rate cuts.  
Because it is, rather than 
what the broader outlook 
portends, market sentiment 
continues to spin on a dime. 
As we saw in May and again 
in August, small provoca-
tions can create lots of 
noise, keeping investors and 
analysts wondering what’s 
ahead. And this uncertainty 
will continue to feed market 
volatility.

In early August, The Econo-
mist put it well:

“How quickly the mood turns. 
Barely a fortnight ago stock 
markets were on a seemingly 

unstoppable bull run, after 
months of hitting (consec-
utive) new all-time highs. 
Now they are in free fall . . . 
panic is sweeping through 
markets. Wall Street’s “fear 
gauge”, the VIX index, which 
measures expected volatility 
through the prices traders 
pay to protect themselves 
from it, has rocketed to its 
highest since America’s 
regional-banking crisis last 
year.”

Listening to some analysts 
and pundits about the recent 
brief sell-off reminds me of 
Claude Rains in Casablan-
ca, who was shocked when 
he learned gambling was 
going on in Rick’s Café as he 
accepted his winnings.

Rising rates are supposed 
to slow the economy to help 

ratchet back inflation. Per-
haps it surprised some folks 
that the economy didn’t miss 
much of a beat for more than 
a year after the Fed boosted 
rates. 

It certainly felt the US was 
continuing its exceptional-
ism, thriving when all other 
major economies were trying 
to avoid contraction. 

But it takes time for rates to 
filter through a $27 trillion 
economy. GDP growth is 
slowing, unemployment is 
inching up, and consumer 
price inflation just broke 
below 3%.

Not bad for a bunch of 
central bankers who many 
had thought couldn’t shoot 
straight.

Still, investors were clam-
oring about how the Fed, 
in holding back rate cuts, 
continues to be behind the 
curve and will be forced to 
play catch up, again. 

Well, maybe not.

The Financial Times saw 
the recent market whipsaw 
as, “saying more about the 

psychology and structure of 
modern markets than they 
do about any fundamental 
shift in the economic or 
financial outlook.” 

Unwinding of a good chunk 
of the Yen carry trade, which 
was adding fuel to US tech 
shares, shouldn’t have 
surprised given how weak 
the Japanese currency had 
become and how it would in-
duce much needed inflation. 

The real surprise was how a 
mere 15 basis point rate rise, 
which pushed the overnight 
rate to just 25 bps, strength-
ened the Yen by 5%.

Justin Young, director of 
investments at MEMCO, a 
pool of university endow-
ments, said the Japanese 
central bank had signaled it 
will combat nascent inflation 
with rate hikes.

“The sharp moves that 
followed,” explains Young, 
“were more about crowded 
short yen positioning, ex-
tremely cheap valuation, and 
the narrowing of expected 
future real interest rates be-
tween the BOJ and the Fed.” 

As US growth softens with 
falling rates and Japan 
nudging rates incrementally 
higher, Young expects the 
Yen will continue to rally. 

Words Matter

Popular diction also hasn’t 
helped investors navigate 
the turbulence. 

Despite claims of the US 
being in a high-interest 

rate environment, we’re at 
a historically average level. 
We’ve just been conditioned 
to expect money to be free, 
which probably isn’t a good 
thing for all sorts of reasons.

The second misconcep-
tion involves the continued 
discussion of soft or hard 
landings. 

Seems that we’ve passed 
that glide slope related to 
Covid, inflation, and rate 
hikes where there has been 
no landing at all and that 
investors should be thinking 
instead of the next phase 
of the economic cycle that 
we’ve entered.

Even if the market sold off 
by another 10 percent, that 
wouldn’t necessarily be a 
bad thing considering how 
highly priced the market has 
become, especially with the 
steady decline in the risk-
free rate potentially fueling 
equities. 

A sell-off by itself wouldn’t 
portend growing systemic 
risks including recession. 
Slowing earnings growth, 
however, might. 

But economist Ed Yardeni 
just reported that, “Q2 S&P 
500 operating earnings per 
share rose 10.9% year over 
year during the quarter to a 
record high.” And he found 
the consensus earnings es-
timate for next year is up 15% 
from the 2024 estimate.

Still the recent bout of vola-
tility has revived recession 
fears.  

PLUS ÇA CHANGE, PLUS 
C'EST LA MÊME CHOSE1 
Several key themes that emerged from 2024 global hedge fund 
survey remain front and center.
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 1This somewhat familiar expression felt appropriate: “The more things change, the more they stay the same.”

FIRST HALF UPDATE: 2024 SURVEY OF THE TOP 50 HEDGE FUNDS

xv xvi

The Top 50 gained 6.3% during the first half of 2024, led by credit and fixed income, equity and 
macro, well behind the market’s remarkable start. Ten funds delivered double-digit returns. But 
the strategy that continued to surprise was emerging markets with six EM funds having out-
paced all other strategies.  And one EM credit fund outperformed the market during the first six 
months of the year.

by Eric Uhlfelder 
21 August 2024

No. of 
Funds

Strategy* 1H24 Net 
Returns

5-Year 
Annualized 

Returns  
thru 2023

11 Equity 6.96 18.63

5 Macro 6.08 15.90

10 Multistrategy 5.24 12.69

2 Event Driven 2.67 12.58

6 Emerging Markets 9.51 12.49

2 Volatility Arbitrage 4.84 12.33

7 Credit and Fixed Income 7.15 10.26

2 Municipal Credit 3.81 9.28

Top 50 Averages 6.32 13.66

BarclayHedge Index 5.42 6.30

S&P 500 Total Return 15.29 15.69

* Five other funds in the Top 50 involved different strategies 
Source: BarclayHedge and proprietary sources

CONSOLIDATED TOP 50 HEDGE FUND  
PERFORMANCE BY STRATEGY
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man, the bank’s chief global 
economist, “with sharp-
er-than-expected weakening 
in labor demand and early 
signs of labor shedding. The 
latest business surveys also 
suggest a loss of momentum 
in global manufacturing.”  
This is especially true in the 
Euro area where economic 
sluggishness continues. 

He adds that easing labor 
market conditions suggests 
the Fed’s current policy 
stance is restrictive. 

Accordingly, Kassman thinks 
the Fed should jettison its 
penchant for gradual moves 
and cut at least 100 basis 
points by year’s end.

David Kelly, the firm’s chief 
global strategist, agrees ar-
guing the Fed should initially 
cut rates by 50 basis points 
in September to message, 
“the economy is fine, inflation 
is under control, and we need 
to get back to more normal 
rates.” 

He feels the Fed’s belated 
response to inflation was 
overdone, with inflation 
having peaked in June 2022 
when rates were still under 
2%. Kelly thinks overnight 
rates should be brought 
down to 3.5% to 4% as soon 
as possible.

“If the Fed makes a bold 
move in September,” cau-
tions Kelly, “it must not be 
perceived as panicking. 
That will scare people and 
delay investment decisions 
by those who may decide 
to wait until rates drop even 
further before acting.”  

On the other side, Brian 

Moynihan of Bank of Amer-
ica sees no recession in 
2024, believing the Fed will 
continue to tap down on 
inflation while keeping the 
economy afloat.

“We see two rate cuts this 
year and four next year,” 
says Moynihan, “with rates 
normalizing between 3% to 
3.5%.”  

He worries if the Fed doesn’t, 
“start bringing down rates 
soon, you could dispirit the 
American consumer. And 
once the consumer starts 
turning very negative, then 
it’s hard to get them back.”

But that trend hasn’t shown 
up yet. The Census Bureau 
reported a in 1 percent in-
crease in US July retail sales, 
well beyond economists’ 
forecasts of 0.3% and the 
largest increase over the 
past 18 months.  

So what does all this mean to 
hedge fund allocators?

Not much, despite the switch 
in focus from inflation to 
growth concerns, the slow 
rise in Japanese rates, and 
the resurgence of the dem-
ocratic party that may augur 
well for Vice President Harris 
this fall.

November and Beyond

The presidential race has 
tightened. But many still be-
lieve it’s Trump’s to lose. 

Eurasia Group’s CEO Maziar 
Minovi believes that while 
President Biden’s departure 
from the race has stabilized 
Democratic prospects down 
ballot, he still gives Trump 
the edge.

He explains, “what happens 
at the top of the ticket will 
have significant repercus-
sions for investors.” In a 
recent Q&A, which appeared 
in the annual survey in June, 
Minovi argued the most un-
der-appreciated geopolitical 
risk is a second Trump pres-
idency. (See full interview on 
pp. 17-18.)  

At the same time, he thinks, 
“divided government would 
provide the most stable 
outlook for investors as 
compromise will be needed 

to pass legislation, especially 
on fiscal matters.”  

Anthony Novara, partner 
and research director at 
the $309 billion Fiducient 
Advisors, sees inflation likely 
remaining a sticky problem 
regardless of who occupies 
the White House. He believes 
discretionary government 
spending is unlikely to be 
slowed significantly by either 
party.

(Note: Many believe US in-
flation surged due to Biden’s 
large spending programs. 

But that doesn’t square with 
inflation having been a global 
phenomenon and that US 
CPI has dropped sharply 
nearing the Fed’s target rate 
even as the administration’s 
big-ticket CHIPs, infrastruc-
ture and clean energy pro-
grams are just ramping up.)

Either way, Novara believes 
this will limit interest rate 
cuts, likely leaving overnight 
rates between 3% to 4%.

This may boost the pros-
pect of distressed man-
agers, thinks Novara, as 

xvii xviii

Top-Performing First-Half Strategies
Six emerging market funds in the Top 50, including four EM credit focused 

funds, generated average gains of more than 9.5% during the first half of the 

year. That was 3.5 percentage points higher than the BarclayHedge Emerg-

ing Market Index returns. 

Key drivers of returns included sovereign debt restructuring, resurgence of 

local currency bonds, and declining Euro and US interest rates. 

This group was led by London-based Sandglass, which delivered the best 

first-half returns in the survey, even topping the market. According to Barclay-

Hedge, the fund soared 18.4%. A significant contributor to the 33rd-ranked 

fund’s gains was exposure to distressed sovereign credit positions in Argenti-

na, Ukraine, Egypt, and select African nations, along with corporate exposure 

mostly in Latin America.

London-based Enko African Debt fund (18th) delivered the second-best 

performance, climbing 15.4% as local currencies and related debt rallied with 

rising oil prices along with debt restructuring. 

Singapore-based FengHe equity fund (31st) rose 11.3%. PM Matt Hu explains 

his “diversified returns were generated across almost all core markets both 

on the long and short sides.” Shorting has been improved with stricter focus 

on timing and execution, including the use of tighter stop-losses. And limiting 

gross exposure to around 100% has improved control of downside volatility. 

Seven credit and fixed-income funds were the second-best performing 

strategy, gaining more than 7%, which was 5 percentage points higher than 

the BarclayHedge Credit and Fixed Income Indices.

Magnetar Constellation (45th), based in Evanston, Illinois, led the group, 

having soared more than 11% followed by New York-based CRC Bond Trading 

(42nd), which returned 9.5%. Kansas-based Palmer Square Opportunistic 

Credit (35th) delivered gains of 7.9%.

Hedged equity was the third-best performing strategy, rising nearly 7%. That 

was only marginally better than the BH Equity Long-Short Index which was 

up 6.4%. BH Equity Long Bias climbed 9.4%

Leading the group was Miami-based quant fund Citadel Tactical, the 7th-

ranked fund, which gained 13.7%. It was followed by the survey’s top-ranked 

fund, Peconic Grenadier, which rallied 11.8%.  Fourth-ranked Cooper Creek 

Partners, based in New York, added more than 11%.
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huge refinancing demands 
ramp up over the next two 
years. Companies that are 
struggling will see their debt 
repriced and may become 
attractive restructuring 
plays.

This also feeds into Novara’s 
penchant for convertible 

arbitrage. He believes, “re-
financing high-cash burn of 
tech and health-care com-
panies may fuel a rise in the 
issuance of convertibles to 
keep borrowing costs down.” 

Novara also thinks equity 
market neutral funds may 
help reduce risks related to 

a slowing economy while 
capturing some of the upside 
from companies that contin-
ue to thrive.

MEMCO’s Young (who was 
the former director of in-
vestments of the $40 billion 
South Carolina Retirement 
System), says he hasn’t 

made any significant invest-
ment changes in the light of 
recent volatility.

“We leaned into reinsurance 
last year and are making sure 
all of our strategies have a 
clear passthrough of cash 
rates (less true for things 
like distressed debt),” noted 
Young. “Outside of Japan, 
the valuation moves in our 
book have been modest and 
haven’t been large enough to 
cause us to shift our portfo-
lio.” 

CIO of London-based Sus-
sex Partners, Jim Neumann, 
sees the return of volatility 
as a good thing, reflecting 
a return to normalcy. This 
can fuel helpful corrections 
and create opportunities.  
“Since Covid struck and 
government fiscal spigots 
were turned on full to quell 
uncertainty,” explains Neu-
mann, “there hasn’t been any 
sustained volatility.”

Accordingly, Neumann thinks 
this shift will hit low volatility 
and high leverage strategies, 
including relative value and 
some multistrategy trades, 
which he recommends 
avoiding. 

In this environment, he sees 
“several emerging sources of 
alpha, including economies 
with diverging post-pandem-
ic stimuli, central banks on 
the move (and making mis-
takes), liquidity challenges in 
even the most liquid markets 
(US Treasuries), and asset 
price inflation.”

Accordingly, Sussex Part-
ners continues to favor 
strategies that have been 

historically uncorrelated 
during periods of dislocation, 
including geographically and 
stylistically diverse global 
macro and fixed income 
involving relative value and 
directional trades.  

In spite of recent volatility 
that shocked the Yen and 
Japanese equities, he says 
his firm remains very pro-Ja-
pan as a source of alpha 
driven returns.  

“The rise in Japanese infla-
tion, interest, and exchange 
rate volatility has refocused 
attention on the country,” 
explains Neumann.  But 
he sees, “its equity market 
largely under invested and 
less analyzed than other 
major financial centers. This 
creates fundamental idio-
syncratic corporate long and 
short investment opportuni-
ties.”  

Final Thoughts Before the 
Election

It’s likely that interest rates 
will remain a key driver of 
markets for the rest of the 
year. And with Jay Powell 
remaining at the helm of the 
Fed, its cautious monetary 
policies are not likely to 
change.

But the much greater uncer-
tainty is handicapping the 
impact on the economy and 
markets of a Democratic 
versus a Republican win in 
November and how much 
support either leader will 
have from Congress.

The Democratic National 
Convention explicitly avoid-
ed saying Kamala Harris 
would continue Biden’s 

policies, even though it 
celebrated the president’s 
accomplishments.

Still, if she’s elected, Harris 
is expected to closely track 
Biden’s domestic and inter-
national policies. She would 
not likely renew the 2017 tax 
cuts for high income earners.

It’s unclear how much suc-
cess Harris can realize from 
a divided Congress.  But if 
she delivers on an aggres-
sive fiscal agenda, this could 
affect the pace in which the 
Fed loosens interest rates.

Trump 2.0 would likely scale 
back a number of Biden’s 
initiatives and reduce reg-
ulations. This may help 
certain businesses. But his 
proposed across-the-board 
tariffs would sting importers 
and trigger more inflation.

This inward tilt, however, 
reflects a potential threat to 
multilateral trade and military 
alliances critical to making a 
global marketplace efficient. 
It would introduce more divi-
sion amongst our allies.

Corporate America is 
increasingly planning for 
greater climate-related 
disruptions which will likely 
only get worse and grow 
more costly, especially if 
Trump continues to dismiss 
the issue.

This will happen if Trump 

relies even less on non-parti-
san experts guiding him than 
he had during his first term. 
His governance, policies, 
and penchant for chaos may 
bring greater unpredictabil-
ity, which institutional inves-
tors and markets are not 
supposed to like.  ■

xix xx

“Many believe US inflation surged 
due to Biden’s large spending pro-
grams. But that doesn’t square 
with inflation having been a global 
phenomenon and that US CPI has 
dropped sharply nearing the Fed’s 
target rate even as the administra-
tion’s big-ticket CHIPs, infrastruc-
ture and clean energy programs are 
just ramping up.”

- Global Investment Report

Source: Bloomberg
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About This Year's Survey
Global Investment Report's 21st annual hedge fund survey is a 
comprehensive independent review of the industry's most consis-
tently performing funds. 

The Financial Times, Barron's, The Wall Street Journal, and SALT 
commissioned the first 17 editions.

This survey tracks various data over the trailing five years and 
since inception. In addition to reporting absolute and risk-adjust-
ed returns, the report also tracks worst drawdown, volatility, and 
market correlation. Collectively, these figures provide a nuanced 
understanding of performance.

By combining extensive statistical study with interviews of leading 
managers, allocators, and independent analysts, this report ex-
plains the sources of consistent long-term performance that only  
a handful of hedge funds have been able to deliver.

I recently learned that 
Professor Leon Festinger 
coined the term cognitive 
dissonance.  

He conceived the idea just 
after the end of World War II 
while teaching at the Univer-
sity of Minnesota. Legend 
has it that it came to him 
when having heard about a 
cult that claimed extrater-
restrials were messaging the 
end of days was near.

Somewhat doubtful, he won-
dered how such believers 
would react when life indeed 
continued.

Festinger postulated that 

the only way to deal with this 
reality (and the frustration of 
being so wrong) was for be-
lievers to change part of their 
thinking to reduce the disso-
nance, add more believers 
to counter their disproven 
reality, or as British psychol-
ogy lecturer and author Dr. 
Saul McLeod recently wrote, 
“to re-interpret the evidence 
to show they were right all 
along."

Sounds like he might’ve been 
referencing those still con-
testing the 2020 US pres-
idential election or anyone 
trying to discern the market’s 
direction these days.

When I started thinking 
about the tenor of this year’s 
survey in early spring, I felt 
for the first time it would be 
positive.  

For those who have been 
following my survey since I 
adopted the current format 
for The Wall Street Journal 
in May 2019, my title themes 
begged caution. We saw the 
rapid collapse of the market 
at the end of 2018, followed 
by two years dominated by 
the pandemic. Then came 
war and inflation, followed by 
sharply rising interest rates 
and the likely prospect of 

Hedge Fund Investing 
During a Time of  
Cognitive Dissonance
Rising geopolitical risks--including the outcome of the November 
elections--persistent inflation, and higher for longer interest rates 
are still very much front and center. But markets don’t seem to care 
so long as the Fed cuts rates this year.  

recession.

I was already writing the lede 
to this year’s report, Hedge 
Fund Investing During a Time 
of Exuberance, when market 
enthusiasm suddenly tanked 
and my concern about risk 
returned. 

This shift in sentiment wasn’t 
due to declining fundamen-
tals. The prospect for both 
the US economy and corpo-
rate profits remains decent. 
Yet, investors were fretting 
over mild but persistent 
inflation that would keep the 
Fed from returning us to the 
days of cheap money. The 
prospect of five or six rate 
cuts had been replaced by a 
possible rate increase.

Then in early May, sentiment 
turned positive on a single 
data point that could indicate 
slowing job growth. This 

again made rate cuts look 
more likely, and the market 
rally was back on, which then 
got a further boost when 
jobless claims ticked up.

So, while I’m not expecting 
to be hampered by outer 
worldly-inspired prophecies, 
making sense of the current 
state of investing (as well as 
much of the reality around 
us) may be a matter of seeing 
past such cognitive disso-
nance.  

Turns out there are a number 
of folks feeling the same way.

AQR’s Cliff Asness recently 
penned a note by that title.

In May economist David 
Rosenberg wrote: “Do we 
believe in Walmart’s numbers 
showing expenditures per 
trip declining for the first time 
in over two years? Or do we 
believe in Toll Brothers and 

their gangbuster sales and 
upgraded guidance? Do 
we believe in the consum-
er resilience narrative, or 
the disappointing forecast 
published by Home Depot? 
Do we buy into a 30% boom 
in industrial construction or 
a flat trajectory for industrial 
production?” 

Rosenberg offered plenty 
more conflicting examples, 
leading him to exclaim, “I 
have been in the business 
nearly 40 years and have 
never before witnessed so 
many crosscurrents occur-
ring at the same time.”  

Further confusing matters, 
several leading industry 
voices are reconsidering a 
discarded notion that rising 
interest rates, from virtually 
nil to 5%, could in fact be 
stimulative.  

A booming tech-driven market has 
outpaced the Top 50 Hedge Funds by 
about 2 percentage points annually 
over the trailing five years. But during 
that time, the 50 generated far supe-
rior risk-adjusted returns, nearly dou-
bling the market’s Sharpe ratio and 
tripling that of the average hedge 
fund.   

Equity, macro, and multistrategy 
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11 Equity 18.63 1.29

5 Macro 15.90 1.15

10 Multistrategy 12.69 2.13

2 Event Driven 12.58 0.70

6 Emerging Markets 12.49 1.16

2 Volatility Arbitrage 12.33 0.57

7 Credit and Fixed Income 10.26 1.00

2 Municipal Credit 9.28 1.90

Top 50 Averages 13.66 1.43

BarclayHedge Index 6.30 0.53

S&P 500 Total Return 15.69 0.75

No. of 
Funds Strategy*

5-Year Ann.
Returns  
thru 2023

5-Year-
Sharpe 
Ratio

Consolidated Top 50 Hedge Fund  
Performance By Strategy   

* Five other funds in the Top 50 involved different strategies  
Source: BarclayHedge and proprietary sources  

funds, representing more than half 
the Top 50, delivered the strongest 
returns.

Emerging market funds were the big 
surprise.  Six made the list with 5-year 
annualized returns averaging 12.5%.

And with 2018’s 5% hurdle rate no 
longer holding back inclusion, a 
half-dozen big name managers finally 
made this year’s survey.

by Eric Uhlfelder 
25 June 2024

Credit: AP Photo/Tsafrir Abayov and Reuters/Ronen Zulun.

In Extremis: Hamas’ brutally insane attack of Israel (left and right images) and the IDF's 
widespread destruction of Gaza (center image) is leaving a shattered, impoverished, 
and unstable society of millions on Israel’s border.
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The author of this notion, 
according to a recent 
Bloomberg article, was econ-
omist Warren Mosler. David 
Einhorn (whose fund Green-
light Capital ranked 10th in 
this year’s survey) is now 
preaching the same thought, 
believing the explosion of 
higher yielding US Treasury 
debt is filling the pockets of 
investors with new-found 
cash which they’re spending. 

But veteran distressed inves-
tor Jason Mudrick (whose 
eponymous distressed 
fund earned a 34th ranking) 
shares the long-held major-
ity view that sharply higher 
financing costs more than 
offset greater income inves-
tors are receiving on their 
bond investments.

Looking beyond markets, 
Maziar Minovi, CEO of the 
global geopolitical advisory 
Eurasia Group, sees a great 
deal of dissonance beyond 
financial affairs.  (See Mi-
novi's  interview on pp 17-18.)

“In the US, we saw well-es-
tablished support for Ukraine 
and the argument for Rus-
sian containment questioned 
by a few that delayed critical 
support for Ukraine by six 
months,” said Minovi. “At the 
same time, we saw a critical 
long awaited bi-partisan 
southern border bill not 
even make it to a vote in the 
House.”

A robust economy and a 
surging stock market would 
likely ensure a presidential 
incumbent is returned to 
office. The current bout of 
inflation can complicate 
matters.  But Maziar says, 
“we believe Trump is favored 
to win,” despite having been 
impeached twice, now a con-
victed felon, and facing three 
more trials.

EG based that call on the US 
Supreme Court’s unexpect-
ed decision to consider the 
argument against unlimited 
presidential immunity. “In 
doing so, the court likely de-
layed the most serious cases 

against Trump until after the 
November elections, and 
this is what tilted the group’s 
calculus in favor of Trump,” 
explains Minovi.

Then there’s Hamas’ rep-
rehensible attack on Israel, 
which the Palestinians knew 
would result in a bloody and 
destructive war in Gaza. But 
history may also judge the 
Israeli response comparable 
to Russia's bombardment of 
Chechnya and Syria. 

Minovi believes Israel’s 
response could also hurt 
Biden’s chances of winning 
in November. And though 
inspired to make the country 
more secure, the IDF’s ac-
tions are not likely to make Is-
rael safer; a broken shattered 
society on Israel's border will 
be dangerously unstable for 
years to come.

Back in the hedge fund world, 
I recently reported about the 
Top 50’s uncharacteristically 
large underperformance in 
2023. (See 4Q2023 Update.) 
A surprising number of prov-
en fund managers lost their 
way last year while economic 
and market conditions were 
turning brighter.  

As a result, ten solid per-
formers that have made my 
survey for years didn’t qualify 
for the 2024 list because 
their returns couldn’t reach 
the 5% hurdle for 2023.  
None of my previous surveys 
ever saw this level of exodus 
of well-established funds.

This list included large vener-
able macro managers Tudor 
and John Street Capital, 
Schonfeld’s multistrategy 
and equity funds, and Asian 

multistrategy Segantii — 
which had enjoyed a rapid 
growth in assets, peaking 
around $6 billion, before 
stumbling last year.

(It’s pure coincidence that 
after being bounced off this 
year’s list due to losing mon-
ey in 2023, Segantii’s PM 
was charged by Hong Kong’s 
Securities and Futures Com-
mission with insider trading, 
which has led two of its 
prime brokers — JP Morgan 
and Nomura — to pare back 
operational support.  Then 
in late May, the fund an-
nounced it was closing down 
and returning all assets.) 

Despite a solid first-quar-
ter start by most funds on 
the list (up an average of 
4.2%) and decent economic 
indicators, perhaps all these 
divergent signals suggest 
markets might again turn 
uncertain. 

This is one of many issues 
we’ll be addressing through-
out this survey, thoroughly 
mindful that by the time I’m 
finished writing it, sentiment 
will no doubt have changed 
several times over. 

And a coda from Profes-
sor Festinger . . .  in 1968 
he joined the progressive 
faculty at The New School 
for Social Research in New 
York. Several years later, he 
finished his last significant 
thesis before his passing in 
1989. Entitled “The Human 
Legacy,” his research ad-
dressed mankind’s tendency 
to unwittingly create prob-
lems that are sometimes 
worse than what it was trying 
to solve.

One prescient example he 
cited: the creation of new 
technologies without being 
fully able to foresee their 
long-term consequences, 
which these days seems to 
be a topic on nearly every-
one’s mind.

METHODOLOGY 
The value of any survey is 
rooted in its methodology. 
That’s why this section of the 
report is placed up front. 

Below is an explanation of 
how this survey identifies the 
limited number of funds that 
have delivered consistently 
compelling performance to 
reveal the industry’s promise. 

The initial search starts in 
early February by reviewing 
various databases. They 
initially screen for only broad 
strategy funds. The reason: 
to seek out managers who 
have consistently delivered 
gains with low to moderate 
volatility without the support 
or headwind associated with 
specific industry or country 
exposure. 

Universe Expansion

Starting with last year’s 
survey, I consider two types 
of funds I had previously 
excluded.

The first is diversified long-
short commodity funds that 
include a global macro com-
ponent. They must contend 
with volatile markets, along 
with financial, geopolitical, 
supply chain and transport 
forces. They are far more 
complex and diversified in-
vestments than they appear 
to be on the surface. 

The second group is exoge-
nously levered funds. A fund 
that seeks to enhance per-
formance of a flagship prod-
uct by ratcheting up leverage 
beyond what’s embedded in 
specific investments feels 
like a cheat to juice returns at 
the risk of greater volatility. 
But a deeper dive into this 
space reveals funds that 
have contained risk while 
delivering consistent abso-
lute returns. 

Data Verification

Requiring funds to manage 
at least $300 million may 

help ensure reliability of 
data. When funds reach that 
size, they may more likely 
hire top-tier service provid-
ers — administrators, prime 
brokers, accountants, and 
lawyers — whose involve-
ment may help deliver best-
in-class practice, reporting 
accuracy, and greater insti-
tutional investor interest and 
oversight. 

The survey applies another 
layer of data verification by 
contacting each manager 
to confirm their numbers. 
While each fund feeds data 

directly into databases from 
which this report sources 
half its findings, mistakes 
can still happen. Submitted 
data may be from a founders’ 
class with low fees, numbers 
may have been revised, or 
strategy classification of a 
fund may be wrong. UCITS 
and ‘40 Act funds do slip into 
databases. 

The latter can happen as 
an increasing number of 
hedge funds expand their 
investor base by issuing 
exchange-traded and 
UCITS-compliant versions 

Strategy
2024  

Net  
Returns (%)

2023 
 Net  

Returns (%)

3-Year Net 
Annualized 
Returns (%) 

thru 2023

5-Year Net 
Annualized 
Returns (%) 

thru 2023

10-Year Net 
Annualized 
Returns (%) 

thru 2023

Equity Long Bias 14.96 14.47 5.00 9.19 5.62

Collateralized Debt Obligations 16.54 13.57 5.74 3.70 7.44

Asset-Backed Securities 11.87 9.73 6.18 4.30 6.81

Event Driven 7.46 9.18 4.70 6.53 4.60

Emerging Markets 10.42 8.58 -0.90 4.84 3.46

Fixed-Income Arbitrage 11.40 8.45 2.49 4.02 3.81

Credit Long/Short 4.97 7.25 0.41 1.97 1.98

Fixed-Income Diversified 5.98 7.14 -0.52 1.98 2.46

Mortgage-Backed Securities 6.37 6.87 1.52 1.49 2.89

Equity Long/Short 9.31 6.62 5.64 6.55 4.48

Credit Long-Only 4.51 6.04 -1.99 0.86 2.04

Volatility Trading 3.01 6.01 3.10 4.83 2.46

Equity Market Neutral 12.14 5.69 5.55 2.91 2.60

Asset-Backed Loans 7.68 5.50 4.96 5.59 5.56

Global Macro 9.16 4.86 6.71 7.58 4.36

Convertible Arbitrage 9.51 4.74 3.44 6.74 4.25

Merger Arbitrage 4.44 4.57 4.37 5.72 4.88

Multistrategy 6.50 3.45 3.34 3.89 3.10

Distressed Securities 12.55 2.14 4.68 5.84 3.70

Commodity Trading Advisers 3.52 -0.44 3.86 4.43 2.40

Top 50 Averages 13.12 12.47 12.25 13.66 NA

Backstop BarclayHedge Index 9.71 9.27 3.40 6.30 4.50

S&P 500 Total Return Index 25.02 26.29 9.99 15.69 12.03

JPMorgan Global Gov't Bond Index 0.15 4.25 -4.03 -0.21 1.37

Source: Backstop BarclayHedge and Global Investment Report

HEDGE FUND STRATEGY PERFORMANCE THRU 2024
Ranked by 2023 Returns

May’s Chicago Fed’s National Financial Conditions index — which measures 
how easy it is for companies to borrow money — reached its loosest level in 
over two years. 

FINANCIAL CONDITIONS HAVE EASED TO 
LEVELS LAST SEEN IN 2022

LICENSED FOR THE EXCLUSIVE USE BY RIVERNORTH CAPITAL MANAGEMENT, LLC. CONFIDENTIAL INFORMATION. NOT FOR PUBLIC DISTRIBUTION.
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'19 '20 '21 '22 '23 Fund Name Launch 
Date Strategy

Fund / Firm  
Assets  

($ Million)

2019 Net 
Returns 
(Hurdle: 

5%)

2020 Net 
Returns 
(Hurdle: 

4.5%)

2021 Net 
Returns 
(Hurdle: 

4.5%)

2022 Net 
Returns  
(Hurdle:  

-5%)

2023 Net 
Returns 
(Hurdle: 
5.75%)

2024  
Net  

Returns

3-Year  
Annualized 

Net Returns 
(%)  

thru 2023

5-Year  
Annualized 

Net Returns 
(%)  

thru 2023

Annualized 
Net Returns 

(%) since  
inception 
thru 2023

Worst Draw 
Down (%) 
Last 5 Yrs 
thru 2023

Worst Draw 
Down (%) 

since  
Inception 
thru 2023

5-Year 
Annualized 

Standard 
Deviation 
thru 2023

Annualized 
Standard 
Deviation 

since 
Inception 
thru 2023

5-Year 
Sharpe 

Ratio  
thru 2023

Sharpe 
Ratio 
since 

Inception 
thru 2023

5-YearFund  
Correlation 

versus  
S&P 500 TR  

thru 2023

NA NA NA NA 1 Peconic Grenadier (New York) Jul-86
Equity  

Long-Short
1,066 / 1,470 18.59 43.69 34.21 19.56 23.54 16.63 25.62 27.56 11.22 -20.64 -47.64 21.08 18.91 1.22 0.46 0.44

NA NA NA NA 2 Engine Capital LP (New York) Jul-13
Equity  

Long-Bias  
386 / 901 51.93 25.77 32.58 6.58 15.48 15.21 17.73 25.54 14.96 -18.96 -19.28 15.40 13.44 1.53 1.02 0.76

12 19 13 3 3 Citadel Wellington (Miami) Nov-90 Multistrategy
48, 000 / 

58,000
19.32 24.51 26.58 38.22 15.30 15.10 26.35 24.55 NA NA NA NA NA NA NA NA

NA NA NA NA 4
Cooper Creek Partners  
(New York) 

Nov-08
Equity  

Long-Short
715 / 1,970 22.04 21.16 21.80 42.43 14.98 14.03 25.88 24.15 11.22 -9.01 -22.12 12.48 11.35 1.83 0.90 0.06

49 26 10 5 5
Anson Investments Master 
(Toronto)

Jul-07
Equity  

Long Short
 1,114 / 1,750  10.08 44.52 45.50 7.58 18.21 10.10 22.77 24.11 15.43 -4.46 -18.68 11.47 10.51 1.91 1.23 0.21

15 22 15 10 6
Waha MENA Equity Fund SP 
(A) (Abu Dhabi, UAE)

Jan-14
Emerging Markets 

- MENA
966 / 2,400 19.70 14.07 32.80 12.80 24.34 1.20 23.06 20.56 16.80 -13.40 -13.40 9.60 9.20 1.94 1.70 0.19

NA 23 19 9 7 Citadel Tactical (Miami) Jan-08
Quantitative 

Equity
1,840 / 58,000 20.30 20.24 21.55 25.75 14.80 22.30 20.61 20.48 NA NA NA NA NA NA NA NA

NA NA 9 8 8
Voss Capital Value Master LP  
(Houston)

Oct-11
Equity  

Long/Short
313 / 889 21.17 23.84 39.13 1.11 19.20 19.97 18.85 20.29 18.16 -10.74 -21.20 23.47 17.36 0.78 0.98 0.74

NA NA NA NA 9
AQR Helix -- Alt. Trends  
Composite (Greenwich, CT)

Jan-18
Quantitative  

Macro
1,232 / 99,000 14.52 20.75 6.91 49.12 14.03 17.92 22.05 20.25 15.17 -11.09 -15.41 13.43 13.06 1.36 1.01 -0.28

NA NA NA NA 10 Greenlight Capital (New York) May-96
Equity  

Long-Short Value
3,100 / 3,100 13.80 5.20 11.90 36.60 22.10 7.20 23.12 17.44 NA NA NA NA NA NA NA NA

BarclayHedge  Hedge  
Fund Index

NA NA / NA 10.64 11.14 10.22 -8.22 9.27 9.71 3.40 6.30 7.66 -11.90 -24.09 8.23 7.13 0.53 0.79 0.91

S&P 500  
Total Return Index

NA NA / NA 31.51 18.40 28.72 -18.14 26.29 25.02 9.99 15.69 11.79 -23.89 -50.95 18.37 15.28 0.75 0.51 1.00

2024 SURVEY OF THE MOST CONSISTENT PERFORMING HEDGE FUNDS†

HISTORICAL RANKINGS† 

The Top 50 funds collective-
ly generated 5-year annual-
ized gains through 2023 of 
more than 13.7%. That was 2 
percentage points less than 
the S&P 500. But it was more 
than double the return of the 
average hedge fund reported 
by BarclayHedge. 

But when looking at risk-ad-
justed returns (Sharpe ratio) 
over the same period, the 
50 generated vastly supe-

rior numbers. The market’s 
was 0.75 with the Top 50’s 
nearly twice that number and 
almost three times that of the 
average hedge fund.

Digging deeper reveals the 
source of these superior 
numbers.

The market’s standard de-
viation over the trailing five 
years averaged over 18%; the 
Top 50’s was 9.9%. The aver-
age hedge fund was 8.2%.

The market’s worst draw-
down over this time was 
nearly -24% when the pan-
demic initially hit. But the Top 
50’s worst drawdown during 
that time was -10.5%. The 
average hedge fund’s was 
nearly -12%.

Limited correlation to the 
market — 0.31 — further 
confirms this dispersion. 
BarclayHedge reported the 
average hedge fund correla-

tion to the market was 0.91.

Looking back across the 
15-year average life of Top 
50 funds tells the same story 
of superior risk-adjusted 
returns. 

Past performance doesn’t 
assure anything. But when 
management teams and 
strategy don’t change, long-
term consistency can be a 
pretty good indicator of an 

effective and repeatable in-
vestment process. And when 
that process has delivered 
attractive gains regardless 
of what the market is doing, 
then maybe that’s something 
worth looking for. 

This was the conclusion of a 
white paper I wrote with Ben 
Crawford, head of research 
at BarclayHedge, entitled 
Challenging Convention.

 

† Ranked by trail ing 5-year net annualized returns thru 2023.  NA = Performance data was not available or fund did not qualif y for inclusion. 

“We’re seeing a less interest-rate sensitive economy 
being driven by services and technology companies 
that tend to have higher margins and cash flow and 
less debt than goods-producing companies, so they’re 
not as affected by rising interest rates and tightening 
credit conditions.”

- Ed Yardeni, Economist

LICENSED FOR THE EXCLUSIVE USE BY RIVERNORTH CAPITAL MANAGEMENT, LLC. CONFIDENTIAL INFORMATION. NOT FOR PUBLIC DISTRIBUTION.
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istrats.

Little surprise that Citadel 
Wellington again led the 
pack by a wide margin with 
a rate of return of 24.6%. DE 
Shaw Composite (No. 13)  
came in second with annual-
ized gains above 16%, while 

by Verition Multistrategy (No. 
23) and Steve Cohen’s Point 
72 (No. 25).

But the group’s 5-year 
returns remained solid at 
12.7%, which is nearly a full 
percentage point higher than 
last year’s class of mult-

er strategies.

Emerging Markets

The largest surprise in this 
year’s survey was that six 
emerging market manag-
ers made the Top 50 — the 
highest number ever. They 
collectively delivered annu-

Millennium (No. 19) was third 
with returns of more than 
14% a year.

Also of little surprise: the 
average AUM of these funds 
exceeded $12 billion as of the 
end of 2023, which towered 
well above the assets of oth-

alized returns of 12.5% over 
the past 5 years. Their volatil-
ity averaged under 10 which 
helped generate a 5-year 
Sharpe ratio of 1.2.

Mohamed El Jamal’s Waha 
MENA Equity (No. 6) has 
been making the survey 

since the current method-
ology was adopted in 2019. 
Having set up shop more 
than a decade ago, the Abu 
Dhabi-based asset man-
agement firm was an early 
starter in the region, well 
before it became a fashion-

able address.

Matt Hu’s FengHe Asia (No. 
31) has also made the cut 
for the last four years. The 
fund’s trailing 5-year annual-
ized return was nearly 11%.

After being featured in the 
2022 survey, Enko Africa 

Debt (No. 18), cofounded by 
CIO Alain Nkontchou, con-
tinues to thrive as among the 
least likely source of consis-
tent returns and alpha.

This year’s new additions 
included three EM credit 
funds. Sandglass Opportu-

Ambassador Michael McFaul Explains the  
Link Between Middle East and Ukraine Wars

Are there ideological links between 
the two wars?

At the core of this axis of autocracy are 
Russia and Iran. Putin in Moscow and 

the mullahs in Tehran have long sought 
to weaken the United States and our 
allies. Their ideological projects are 
different but related. Both regimes seek 
to defend their own dictatorships, other 
autocrats, as well as those sympathetic 
to autocratic ideas. Both categorically 
reject liberal ideas as a threatening as-
sault on their alleged traditional cultures 
and values, berating Western culture as 
decadent and evil. 

Not only does this rogue alliance em-
brace an illiberal, antidemocratic ideol-
ogy, they also act in unison to advance 
their shared ideological agendas. Russia 
and Iran have joined forces with militant 
groups like Hezbollah, Hamas, and oth-
ers to deploy terrorism as a method to 
advance their interests. 

Like Iran, Russia long ago should have 
been designated a state sponsor of ter-
rorism.  I witnessed this first-hand when 
I served in the U.S. government at the 

outbreak of the tragic Syrian civil war. 

Hezbollah and Iran provided the ground 
forces to prop up Assad’s brutal auto-
cratic regime; in 2015, Putin sent in his 
air force to help them. The slaughter of 
innocent civilians in that war, including 
the use of weapons of mass destruction, 
was on an industrial scale. These actors 
are all still there today.

After Putin launched Russia’s full-scale 
invasion of Ukraine in 2022, Russia and 
Iran’s military cooperation deepened 
substantially. Amazingly, it is Iran that is 
providing military assistance – especial-
ly drones – to Russia, not the other way 
around. Autocratic Iran is Russia’s most 
important military ally against democrat-
ic Ukraine. 

So you’re seeing the Middle East 
and Ukraine wars as part of a much 
broader fight?

This Illiberal International has come to-
gether again to attack democratic Israel. 

Last November, as the House of Representatives was fumbling aid to Ukraine and Israel, Ambassador 
McFaul shared his thoughts about an illiberal axis of autocrats pursuing a sophisticated and coordinated 
attack against the West.

While Iran directly supports Hamas and 
Hezbollah, Russia’s support of these 
groups is more veiled but still striking. 
For instance, an article in The Wall 
Street Journal suggested that Russia’s 
Wagner Group has plans to send air 
defense systems to Hezbollah (though 
these rumors, originating from the U.S. 
intelligence community, remain uncon-
firmed). 

But even if this is untrue, Hamas leaders 
have traveled to Moscow for years and 
have always been embraced by the 
Kremlin as a legitimate national libera-
tion movement, not as the terrorists that 
they are.

Do you think Israeli leadership was 
blindsided not just by Hamas but by 
Moscow?

Since Hamas launched their barbaric 
terrorist attack against Israel on October 
7, Putin’s condemnation has been tepid. 

Honestly, I was surprised. For years, Pu-
tin has been courting Prime Minister Ne-
tanyahu, even winning the Israeli leader’s 
neutrality regarding Russia’s invasion 
of Ukraine. But after Hamas’s terrorist 
attack, Putin pivoted back to supporting 
his old friends quickly. His autocratic, 
ideological allies proved to be more im-
portant to him than rapprochement with 
Israel. Netanyahu’s embrace of Putin 
was a mistake. I hope Israeli citizens will 

take notice.

There is also good reason to believe 
that Putin would benefit from a larger, 
prolonged war in the Middle East, as it 
would divert the United States’ attention 
from Ukraine. Not without reason, Putin 
might think that less attention to Ukraine 
from the United States could open an 
opportunity for his army to make ad-
vances on the battlefield. 

Former House Speaker Kevin 
McCarthy seemed to have fully 
supported aid to Ukraine, but his re-
placement Speaker Mike Johnson, 
was wavering. Your thoughts?

The House's decision to delay a vote 
on a new aid package to Ukraine and 
vote on aid to Israel first was the first 
win for Putin from the war in the Middle 
East. Further delays on a vote on aid 
to Ukraine, especially if complicated 
by rider amendments about the IRS or 
immigration reform, would benefit Putin. 
And time is of the essence. 

We cannot allow Putin to terrorize 
Ukrainian citizens again this winter 
(2023/2024) because we failed to pro-
vide Ukraine with air defenses.

Instead, the U.S. Congress should vote 
for assistance to Israel and Ukraine in 
one package to demonstrate that we 
understand how these wars are inter-

twined. 

The axis of autocrats has a sophisticat-
ed, coordinated grand strategy to defeat 
us. We need to develop our own sophis-
ticated, coordinated grand strategy to 
defeat them. A single vote on aid to our 
friends and allies in their fight against 
autocratic allies would be an excellent 
first step towards that end.

Thank you Mr. Ambassador.

This past April, President Biden signed 
a $95 billion foreign aid package for 
Ukraine, Israel, and Taiwan that Congress 
had finally passed after a six-month delay. 
Maziar Minovi, CEO of Eurasia Group, 
fears this might be the last significant 
aid Ukraine may see from the US. See 
featured interview on pp. 17-18.

Michael McFaul, a former U.S. 
ambassador to Russia, also served 
for five years in the Obama admin-
istration as Special Assistant to 
the President and Senior Director 
for Russian and Eurasian Affairs on 
the National Security Council. He is 
director of the Freeman Spogli Insti-
tute for International Studies and a 
Hoover fellow at Stanford University 
and author of "From Cold War to Hot 
Peace: An American Ambassador in 
Putin’s Russia.”

Professor Michael McFaul    
Source: michaelmcfaul.com

LICENSED FOR THE EXCLUSIVE USE BY RIVERNORTH CAPITAL MANAGEMENT, LLC. CONFIDENTIAL INFORMATION. NOT FOR PUBLIC DISTRIBUTION.

https://www.wsj.com/world/russias-wagner-group-may-provide-air-defense-weapon-to-hezbollah-u-s-intel-says-37dc8f45?data=05%7C01%7C%7C21b1dc96ad39434178e008dbdc9e7262%7C84df9e7fe9f640afb435aaaaaaaaaaaa%7C1%7C0%7C638346345359816225%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=8fuEVSqnNcRcPZaEOS5%20ehyQidCfVe5Hc3El6NoQOJg%3D&reserved=0&mod=breakingnews&utm_source=substack&utm_medium=email
https://www.wsj.com/world/russias-wagner-group-may-provide-air-defense-weapon-to-hezbollah-u-s-intel-says-37dc8f45?data=05%7C01%7C%7C21b1dc96ad39434178e008dbdc9e7262%7C84df9e7fe9f640afb435aaaaaaaaaaaa%7C1%7C0%7C638346345359816225%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=8fuEVSqnNcRcPZaEOS5%20ehyQidCfVe5Hc3El6NoQOJg%3D&reserved=0&mod=breakingnews&utm_source=substack&utm_medium=email






2024 SURVEY OF THE TOP 50 HEDGE FUNDS: 21ST ANNUAL EDITION

27 28

GLOBAL INVESTMENT REPORT GLOBAL INVESTMENT REPORT

crowded trades. 

Patrick Ghali, the managing 
partner at the London-based 
investment advisory Sussex 
Partners, sees a number of 
countervailing forces at play 
that makes it hard to read 
where the market may be 
heading. A big picture con-
cern: the strong post-Covid 
pace of consumer spending. 
He believes, “it feels unsus-
tainable, especially as prices 
continue to rise fueled not by 
higher costs but by greedfla-
tion.” 

Accordingly, Sussex remains 
cautious, avoiding directional 
risks, investing across vari-

ous strategies.  

It continues to focus on 
global macro and relative 
value rates trading due to 
the increase in rates volatility 
and central bank policy diver-
gence, and the response by 
market liquidity providers. He 
also likes equity long-short 
managers that trade specific 
niches such as US small- and 
mid-cap shares.  

Ghali is favorably disposed 
to Asia, especially Japan due 
to structural inefficiencies, 
lack of analyst coverage, and 
a credible push for reform by 
both the government and the 
Tokyo Stock Exchange that 

still limits hedge fund invest-
ments.  

He’s wary about Chinese 
exposure because of a grow-
ing trade war and potential 
for sanctions. And despite 
the start of ECB rate cutting, 
Ghali doesn’t see significant 
revaluation of eurozone equi-
ties for the rest of the year.  

Another issue that worries 
Ghali is the market’s “over-
emphasis on interest rate 
expectations that’s fueling 
greater volatility than what 
current fundamentals would 
suggest is appropriate.”

Cedric Dingens, who’s head 
of investment solutions at 

Swiss-based NS Partners 
with $12 billion under man-
agement, is more sanguine 
about European prospects.

Having started 2024 with 
80% of equity managers 
focused on the US, he proj-
ects that exposure will drop 
to 65% this year. He doesn’t 
fear a slowing American 
economy and expects US 
markets may likely surprise 
on the upside. But Dingens 
sees more attractive valua-
tions in Europe, and expects 
the firm’s continental ex-
posure will rise from 15% to 
25%.

Feeling more bullish with the 

risk of recession lessening 
and the prospect of lower 
rates, the firm is maintain-
ing its 65% hedged equity 
weighting.

While NS Partners keeps 
an eye on the Ukrainian and 
Middle East wars, neither 
seem likely to materially alter 
the investment risk environ-
ment in 2024.

The one uncertainty that 
Dingens is most concerned 
about: a second Trump ad-
ministration. 

"There is a risk that Trump 
would not really support 
NATO in the Ukraine/Russia 
war,” says Dingens, “which 

could put real pressure on 
Europe.  And there are a lot 
of questions about tariffs as 
well.”

But the biggest risks associ-
ated with his re-election are 
the unknowns. “I feel that we 
should live in an even more 
unpredictable world with a 
Trump administration,” Ding-
ens fears.

With US support of NATO 
being more suspect under 
Trump, Dingens says that 
would fuel greater defense 
spending and increase trade 
risks, which would weigh on 
European growth.

A broad bullish consensus is 

echoed by J.P. Morgan Asset 
Management’s chief global 
strategist, David Kelly. He 
thinks the current stable en-
vironment could encourage 
further flows into the hot ex-
pensive US mega-caps while 
ignoring foreign equities.

“Who needs bonds or 
alternatives in an economy 
that always works for equity 
markets?” quips Kelly.  For 
the rest of 2024, he may be 
right.

While acknowledging Ameri-
can exceptionalism that con-
tinues to reward those that 
are long the US, The Econo-
mist reminds that there are 

troublesome imbalances and 
serious sources of instability. 

In a recent cover story 
entitled “Too Good to be 
True,” the newspaper con-
cluded, “Governments 
are increasingly distorting 
markets with industrial 
policy. State spending is 
growing as a share of the 
economy as populations age, 
the green-energy transi-
tion beckons, and conflicts 
around the world require 
more spending on defense. 
In the face of all this, anyone 
betting that the world econo-
my can just keep carrying on 
is taking a huge gamble.”  ■

Can Past Performance Suggest What Is To Come?  New Research Says: Could Be
I used to discuss the merits of hedge 
fund performance as a forward indicator 
of future returns with Goldman Sachs’ 
Kent Clark. He led the firm’s Alternative 
Investments & Manager Selection Group 
and was head of Hedge Fund Strategies, 
before he passed away recently at far too 
young of age.

He argued that rather than seeing them 
as long-term investments, hedge funds 
should be rented because over the medi-
um- and long-term performance can be 
mercurial.

In stripping away the industry’s myste-
rious aura, I've come to think of hedge 
funds as simply asset managers with 
more tools in their belts than ordinary 
‘40 Act funds. And if they were able to 
develop a disciplined and transparent 

investment process that could navigate 
various markets, maybe that could make 
them more adept over the long run. 

But I’ve come around to embrace a part 
of Kent’s thinking. With rare exception, 
the very best of managers will stumble.

That said, I believe that when a fund is 
transparently run with clear reasonable 
goals,  meaningful risk parameters, and a 
solid team in place, consistency can beget 
consistency. That belief is at the core of 
my annual survey.

My colleague at Institutional Investor, 
editor Julie Segel, recently cited new 
research that found past decision-making 
could indeed be an indicator of future re-
turns. It examined the impact and value 
of individual investment decisions made 

by portfolio managers.  

That research came from New York-
based Essentia Analytics (EA), a leading 
provider of behavioral data analytics to 
professional investors and capital alloca-
tors that collectively manage more than 
$250 billion. 

EA’s CEO and founder, Clare Flynn 
Levy, previously actively managed over 
$1 billion in pension funds at Deutsche 
Asset Management. 

Her team’s most recent findings that seek 
to distinguish between luck and skill are 
summarized in The Link Between Deci-
sion-Making and Investment Returns.

Its takeaway: “An active equity fund 
manager who has made skilled decisions 
over the last year is 1.5-times more likely 

to outperform their benchmark over the 
next 12 months than a manager who 
hasn’t.”

That suggests if one is allocating to 
managers based on this principle, there’s 
a need to regularly update the underlying 
research to sustain such allocations. And 
that’s where Essentia Analytics’ services 
come in.

The firm’s research was based on 123 
long-only liquid equity funds’ perfor-
mance over the past decade through 
2023. It considered past decision-making 
in its assessment, not traditional return 
metrics.  

EA investigated seven different factors: 
stock picking, sizing, entry timing, 
scaling in, size adjusting, scaling out and 
exit timing — and the value added or 

destroyed (as measured by the impact on 
returns relative to the portfolio’s bench-
mark) by each of these decisions.

But its findings may apply to anyone 
managing a stock portfolio and by exten-
sion possibly to different asset classes.

EA contends its findings support the be-
lief that, “there is a way to tell whether a 
manager is more or less likely than other 
managers to deliver outperformance.”

Global Investment Report’s survey takes 
a slightly different approach. It presup-
poses long-term consistent performance 
is based on skill and that by annually 
looking back at trailing five-year periods, 
it suggests such consistency may be a 
potential indicator of forward returns. 

The survey also contends that luck gets 

netted out over this length of time. And 
it acknowledges the need to maintain 
constant due diligence to ensure man-
agement, investment processes, and 
strategy remain in place. If they do, then 
that may enhance the chances that past 
performance may indeed portend returns 
that are to come.

CEO Clare Flynn Levy, Essentia Analytics
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